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AGGREGATE ECONOMIC DATA 


DEVELOPMENT OF NATIONAL ECONOMY IN FIRST HALF OF 1983 OUTLINED 


Beijing ZHONGGUO JINGJI JIBAO [QUARTERLY OF CHINA'S ECONOMY] in Chinese 
No 3, 15 Sep 83 pp 8-10 


[Article by Sheng Zhaorong [4141 0340 2837]] 


[Text] In the first half of this year, there were bumper harvests of sun- 
mer grains, stable increases in industrial production, structural readjust- 
ments in capital construction and dynamic markets. The overall situation 
was good. However, there was expansion of the scale of investments in 
fixed assets and an overly rapid growth in consumption funds. The slow 
growth of economic results requires further readjustments. 


I. There Have Been 3 Consecutive Years of Increased Output of Summer 
Grains 


This year summer grains underwent another bumper harvest compared to last 
year's bumper harvest. According to preliminary estimates, the total out- 
put of summer grains was about 164 billion jin, up by more than 10 percent 
over last year. Most primary summer grain production regions increased 
output. Production increased by almost 40 percent in Hebei Province, 30 
percent in Shandong Province and over 15 percent in Henan Province. There 
were three reasons for the increased output of summer grains: 1) There 
was an increase in the planted area. 2) There were fairly good climatic 
conditions; apart from low temperatures, overcast and rainy conditions and 
high winds in some areas in the south, the climate in most regions was 
beneficial for crop growth. 3) Contract responsibility systems were 
implemented in 95 percent of the farm households. There were universal 
improvements in planting, management and narves‘ing. 


Preliminary controls were placed on the areas planted in summer rapeseed, 
with a reduction of about 4 million mu from last year. Estimated output 
was 85.75 million dan, down by more than 25 million dan from last year. 


A total of 16.88 billion yuan in farm loans was issued during the first half 
of the year by the Agricultural Bank and by credit cooperatives for 
assistance in agricultural production, up by 5.57 billion yuan over the 
same period last year, an increase of 49.3 percent. Fiscal expenditures 
in the three types of assistance to agriculture were 3.51 billion yuan, an 








increase of 7.6 percent over the same period last year. Retail sales of 
agricultural means of production reached 22.1 billion yuan, an increase of 
9 percent over the same period last year. 


The problems are: 1) shortages of supplies of the means of agricultural 
production and price increases for the means of production in great demand 
by peasants in some areas; 2) concentrated rainfall amounts in the 
Changjiang River Basin, with flood damage in some areas. This is not good 
for the growth of autumn crops. All the areas are making great efforts in 
flood prevention and drainage and are striving for fairly good fall 
harvests. 


II. There Was Sustained and Stable Growth in Industrial Production 


The total value of industrial production in the first half of the year was 
296.9 billion yuan, an increase of 8.8 percent over the same period last 
year, with completion of 51.5 percent of the annual plan. There were 84 
of the 100 primary product types which completed or exceeded over one-half 
of the annual planned output. Production tasks for the first half of the 
year were completed from 4 to 22 days in advance for raw coal, crude oil, 
electric power, sulfuric acid, soda ash, chemical fertilizers, pig iron, 
caustic soda, steel, rolled steel and so on. 


l. Energy production exceeded the plan every month. 


The total output of primary energy in the first half of the year was 339 
million tons, up by 5.3 percent over the same period last year and a 5l.l- 
percent completion of the aniuual plan. Raw coal production was emphasized 
from the beginning of the year, with a 5.4-percent increase in output over 
the same period last year. The output from local coal mines increased by 
8.6 percent, effectively making up for the coal shortage in the unified 
distribution system. Crude oil production overcame unexpected natural 
disasters, with a 2./-percent increase in output. Electric power genera- 
tion increased by 6.3 percent, including an 18.5-percent increase in hydro- 
electric power. Because of fairly good water supplies during the first 
half of the year, hydroelectric power generation exceeded the annual plan 
by 9.6 billion kilew.:ts, equal to a savings of more than 3.8 million tons 
of standard coal. 


2. The output of light industrial production increased each month. 


Light industry grew slowly in the first quarter, increasing by only 2.5 
percent over tlie same period last year. The spirit of the National 
Industry and Communications Conference has been implemented since the 
second quarter, and the "Six Priorities" continued to be carried out in 

the light and textile industries. Attention was also given to readjustment 
of product mixes according to social demand. Production gradually speeded 
up after April. Compared to the same month last year, the increase was 

7.3 percent in April, 8.2 percent in May and 9.5 percent in June. The 
total value of light industrial output in the first half of the year was 
146.3 billion yuan, up by 5.4 percent over the same period last year. In 








terms of the rate of increase, which was 10.7 percent in the first half of 
last year, the rate was a bit slower, but the trend was better than last 
year. The output of many marketable goods such as electric household 
refrigerators, washing machines, tape recorders and other high-grade goods, 
durable consumer goods, polyester blend fabrics, nylon, wool and other 
textile goods as well as sugar, beer and other foodstuffs increased fairly 
rapidly. Many light industrial and textile enterprises trial-produced or 
put into production a group of new product types and designs. Light and 
textile industries in Tianjin, for example, began production of 7,741 new 
product specifications or varieties, an increase of 80.3 percent over the 
same period last year, and they were welcomed by consumers. Production fell 
for some poor-quality and drab products of the types or specifications that 
exceeded demand. 


3. Heavy industrial production continued to keep its momentum of rapid 
rates of growth. 


The total value of heavy industrial production in the first half of the 
year was 150.6 billion yuan, up by 12.2 percent over the same period last 
year. Products urgently neeaged for production and construction increased a 
great deal. The construction materials industry grew rapidly. Cement, 
plate glass and artificial board increased by 7.7 to 15.4 percent. The 
iron and steel industry produced more high-quality steel and rolled steel 
products urgently needed by the country. High-grade formed steel increased 
by 24.3 percent. Steel plate, steel pipe and band steel increased by 10 
percent. The growth was even faster in the machine industry serving key 
construction projects and in renewal and transformation. Mining equipment, 
power generation equipment, alternating current generators, metal-cutting 
machine tools, vehicles, locomotives, freight cars and so on increased by 
18.3 to 81.2 percent. There were also increases to a great degree in the 
industries producing agricultural machines. Production of walking tractors 
increased by 50.8 percent, and production of fishing vessels increased by 
100 percent. The total value of output in the industries of the machine- 
building ministries system increased by 21 percent over the same period 
last year. 


4. There was progress in economic results. 


Production and marketing were basically synchronized in state-run industrial 
enterprises in the first half of the year, and production basically met 
social demand, labor productivity improved 5.4 percent and improvements 
were also made in product quality. From January to May, there were stable 
increases of 83 percent in product quality standards for 75 of the primary 
industrial goods (the figure was 73 percent for the same period last year). 
Some enterprises paid attention to developing new products. From January 
through April, there was an increase of over 20,000 new products, product 
types, designs and packages in enterprises within the light industrial 
ministry system. The mechanical and electrical industries of Shanghai put 
108 new product types into production. Turnover of circulating funds was 
speeded up, and there were decreases in the areas with deficits and the 
total amount of deficits. There were, however, slight increases in costs, 








and the growth rates of actual profits and accumulation funds were slower 
than those of production and marketing. 


III. There Were Readjustments in the Structure of Investments, With 
Increases in the Proportion of Key Construction Projects 


Investments in fixed assets in units owned by all the people totaled 28.9 
billion yuan in the first half of the year, an increase of 14.7 percent 
over the same period last year. Of this total, investments in capital 
construction totaled 19.9 billion yuan, an increase of 2.9 billion yuan or 
17 percent. Investments for renewal ard transformation totaled 8.9 billion 
yuan, an increase of 10 percent. 


Readjustments were begun in the structure of investments in capital con- 
struction. The proportion of state investments in total investments for 
capital construction increased from 47.5 percent in the same period last 
year to 51 percent in 1983. The proportion of productive construction 
investments increased from 59.8 pe cent to 62.9 percent. The proportion 
of investments in housing fell from 24.2 to 20.1 percent. 


There was an increase in the proportion of investments in energy, communica- 
tions and other key construction projects. Investments in energy indus- 
tries increased by 34.3 percent ove: the same period last year, while the 
proportion in total investments in capital construction increased to 23.3 
percent, up from 20.3 percent during the same period last year. Invest- 
ments in transportati.n and in posts and telecommunications increased by 
67.8 percent, the proportion growing from 10.3 to 14.7 percent.  Invest- 
ments in large- and medium-scale projects as a portion of total investments 
increased to 48 percent, compared to 42.8 percent for the same period last 
year. Among these, 29.9 percent of annual planned investments were com- 
pleted in 70 key projects from January through May, an amount higher than 
the 28.4-percent completion rate of the total national plan over the same 
pertod. 


In the first half of the year, construction was completed and production 
begun in 16 large- and medium-scale capital construction projects, with 8 
individual projects completed and put into operation; 6 larger projects 
and 2 individual projects were completed over the same period last year. 


IV. Markets Are Flourishing and Active 
On the basis of growth in industrial and agricultural production and of 
increased purchasing power fcr retail commodities, urban and rural retail 


markets were both quite active. 


1. Total retail commodity sales grew rapidly. 


Retail commodity sales in the first half of the year totaled 135.65 billion 
yuan, an increase of 10.4 percent over the same period last year and a 
faster rate of growth than the 2 previous years. The main reasons vere, 


on the one hand, a rapid increase in retail commodity purchasing power and, 











on the other hand, an increase in the number of commodity sources anc a 
greater variety in product designs and types. In addition, increased 
prices for chemical fiber fabrics stimulated the interest of the broad 
masses of consumers. 


2. There were universal increases in sales of all types of commodities. 


Sales of food and household commodities increased during the same period 
last year while clothing decreased. This year, there were increases in 
sales of food, clothing and household commodities. The degree of increase 
was greatest for the 15 types of household goods, up by 11.2 percent over 
the same period last period. The 11 types of clothing commodities were 
next, with an increase of 7.9 percent, while the 11 types of food commodi- 
ties alse increased by 7.3 percent. 


There were further improvements in supplies of edible commodities. Apart 
from reduced sources of supply and shortages of aquatic pruducts, fruits 
and vegetables, there was a relative abundance of other foodstuffs. /part 
from decreased sales in pure cotton fabric goods due to retail price 
increases, there were increased sales of primary clothing commodities made 
of chemical fibers, silk, satin and wool. There were also substantial 
increases in all types of clothing, especially for products of a new and 
Original design and with a fair price, where supply could not meet demand. 
There were abundant sources of household commodities, and supplies of goods 
needed for the masses’ livelihood were generally stable, with relative 
shortages of only a small number of products such as matches, kerosene, 
etc. For household durable consumer goods, besides a 28.2 percent increase 
in the sales of bicycles, sales of the other two of the “three big itens"-- 


wristwatches and sewing machines--have begun to slow or even decline. Sales 


are booming, however, for washing machines, electric refrigerators, tape 
recorders, color televisions and other consumer goods. The market for 
children’s articles was especially active. The Beijing Municipal New China 
Chiidren’s Products Store had total sales of 2.553 billion yuan in May, up 
“© . ' ; , ; , : 4 . . _% 

/>.3 percent over the same period last year and surpassing the store s 
total annual sales volume in 1966. 


3. There have been increased total sales in all types of economic units, 
and business in units under collective ownership and individual household 
administration is flourishing even more. 


New circulation systems were put into effect which have multiple economic 
components, multiple circulation channels and multiple administrative forms 
with a reduction in circulation links. As a result, in total retail com- 
modity sales in the first half of the year, retail cormodity sales 
increased by 2.5 percent in the state-run sector and in the supply and 
marketing cooperatives, grew by 23.3 percent in collectively owned con- 
merce and grew by 110 percent in individually owned commercial enterprises. 
In retail sales of food and drinks, the individual and collective food and 
beverage industry grew faster than in the state-run sector and the supply 
and marketing cooperative sector. However, some stores and individual 


household enterprises increased prices as they wished and raised servic 


fee standards. There must be stronger management of markets and prices. 
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l. Expansion in the scale of total investments in fixed assets. Total 
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nvest nents in fixed assets last year increased by 26.6 percent over the 
previous year and increased by 14.7 percent in the first half of this year 
over the same period last year. This rapid growth in fixed-asset invest- 
nts greatly stimu.ated heavy industrial development, especially the 
machine industry. This greatly aggravated shortages in raw materials and 
energy suppiies and in mmunications and transportation. Some enter- 
prises which had formerly been shut down or changed over continued to pro- 
duce, and products which should have become obsolete were still being 
preduced. General and small-scale projects also expanded too quickly, 
causing the utilization of financial and material resources to be spread 
out, thereby influencing the schedules of certain key construction projects. 


'» Consumption funds increase! a little too quickly. Employee and 
peasant incomes increased too much in the first half of the year. This 


increase, coupied with growth in the purchasing power of social units, 
' reeuited in a 14.3-percent increase in retail commodity purchasing power. 


This exceeded the 7./7-percent growth rate in retail commodity supplies 

over the same perioc<c. Also, the Links between industry and commerce in 
many areas were not good enougn. This affected light-industry and textile 
procuction to a certain degree. fhe high market sales volume season in the 
last half of the year is approaching, and there is not much time left for 
increasing the production of the commodities in demand on the market in 


a 


order .(o meet the needs of the people. 


Economic results increased slowly, and the situation where increased 
production did not bring on corresponding increases in income still has not 
changed. Although the total value of industrial output and the total 
volume of retail sales increased a tair amount in the firet half of the 
year, revenues turned over to the state from taxes on profits declined 
slightiy, mainly because of the scattering of some revenue incomes. For 
‘ xample, the contract base figures for a portion of industrial and com- 
mercial enterprises were set too low, or there wave been unauthorized 
increases in retained profits. There are also some areas and departments 

} 


} 


which have increased the prices of the means of production and have 


reapportioned social burdens at will, leading to decreased incomes and 


increased costs. Furthermore, tax collection work has not progressed well. 

A fair portion of scattered tax sources has not been collected. In ; 
Liaoning, Fujian and ther areas, for example, two-thirds of the taxes from 

individual merchants and peddlars were not collected, thus affecting 


increases in financial incom 











AGGREGATE ECONOMIC DATA 


BRIEFS 


GUIZHOU INDUSTRIAL PRODUCTION--In January, locally-run and state-run 
industrial enterprises in Guizhou Province made profits of 10.4 million 
yuan, which was 103 percent more than in January last year. [Summary] 
[Guiyang Guizhou Provincial Service in Mandarin 2300 GMT 13 Feb 84] 


YUNNAN INDUSTRIAL OUTPUT VALUE--In January 1984, the whole province created 
an industrial output value of 779 million yuan, an increase of 4.4 percent 
over December 1983, and 8.1 percent over the same period of 1983, and 
hitting an all-time high. In heavy industry, the enterprises directly 
under the departments of metallurgy, power, coal, machinery, building 
materials, and chemical industry increased their output value by 51.79 
million yuan more than in the corresponding period of 1983. In light 
industry, there were increases in sugar, tobacco, candies, pastries, and 
wine. Of this, sugar increased by 10,500 tons and tobacco by 13,000 cases 
over the same period of 1983. [Text] [Kunming Yunnan Provincial Service 
in Mandarin 1100 GMT 12 Feb 84] 


SHAANXI FOOD INDUSTRIAL PRODUCTION--In 1983, Shaanxi Province's gross food 
industrial output value reached 1.26 billion yuan, accounted for 9.23 
percent of the province's gross industrial output value, and was 11 percent 
more than in 1982. [Summary] [HK200258 Xian Shaanxi Provincial Service 

in Mandarin 0500 GMT 14 Feb 84] 


SHANXI INDUSTRIAL OUTPUT VALUE--The total industrial output value of 

Shanxi Province in 1983 was 15.13 billion yuan, an increase of 13.5 percent 
over 1982. The amount of profits handed over to the state by industrial 
enterprises was 925.68 million yuan, up 15.1 percent over 1982. The growth 
rate of economic results was greater than tha of output value. The 
deficit amount incurred by the province's indu. <ial enterprises declined 
by 56 percent. There were 43 counties in the province with no deficits 

in industry. The total raw coal output of this province in 1983 was 

157.46 million tons, up 9.5 percent over 1982, and the total power output 
was 15.1 billion KWH, up 30.6 percent over the previous year. [Excerpts] 
[Taiyuan SHANXI RIBAO in Chinese 2 Feb 84 p 2] 








SHANXI COMMODITY PURCHASES--In 1983, the total value of commodity purchases 
in Shanxi Province was 7.36 billion yuan, up 4.8 percent over 1982, and the 
total retail sale of commodities was valued at 6.604 billion yuan, up 

10.9 percent over 1982. A marked increase was made in the supply of the 
means of production for agriculture. The amount of retail sales of 
commodities by the collective and individual economic units increased 

16.2 percent and 130 percent respectively over 1982. The sustained 
economic development in 1983 enabled Shanxi Province to have a financial 
revenue of 2,397,800,000 yuan, an increase of 18.45 percent over 1982. 
[Summary] [Taiyuan SHANXI RIBAO in Chinese 2 Feb 84 p 2] 


GUANGDONG JANUAPY INDUSTRIAL PRODUCTION--Guangdong Province's gross 
industrial output value in January was some 2.68 billion yuan, which was 
8.45 percent of the 1984 quota and was 8.17 percent more than in January 
1983. The province's gross light industrial output value in January was 
some 1.87 billion yuan, an increase of 9.14 percent over the same period 
last year; and its gross heavy industrial output value was some 810 million 
yuan, an increase of 6 percent over the corresponding period last year. 
Guangzhou City's gross industrial output value was some 960 million yuan 
and was 3.21 percent more than in the same period last year. The Shenzhen 
and Zhuhai Special Economic Zones' gross industrial output value was 

2.2 times and 4.5 times respectively greater than in January last year. 
[Summary] [HK200308 Guangzhou Guangdong Provincial Service in Cantonese 
1130 GMT 12 Feb 84] 
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ECONOMIC MANAGEMENT 


IMPROVEMENT OF ECONOMIC RESULTS THROUGH ACCOUNTING SOUGHT 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 11, 20 Nov 83 
pp 1-4 


(Article by Chi Haibin [6688 3189 3453]: "Focus the Work of Economic Manage- 
ment on Improving Economic Results"] 


[Text] Over the past year, the Central Committee has emphasized over and 
over the problem of improving economic results. Moreover, it has turned the 
improvement of economic results into the main principle behind economic 
construction, and it has systematically formulated clear instructions. In 
the government work report that he delivered to the Fourth Session of the 
Fifth NPC in November 1981, Comrade Zhao Ziyang pointed out: "We must change 
our old methods, which have been guided by ‘leftist’ thinking for a long time. 


Relying earnestly on the actual conditions facing our nation, we must forge 

a new path that is relatively realistic in its timing and that will produce 
relatively favorable economic results, and from which the people can obtain 
even more material benefits." Moreover, he simultaneously put forth 10 
guiding principles for economic construction. In his report to the 10th CPC 
Congress, Comrade Hu Yaobang clarified this even further. He requested that 
all of our economic work be centered around the improvement of economic 
results. As far as the management of enterprises is concerned, in order to 
implement these principles, we must first resolve the following few problems: 


I. We must correct our economic thinking. Why has the Central Committee 
paid such a great deal of attention to the improvement of economic results? 
The way I understand it is that whether or not economic results can be 
improved impacts on whether or not we can relatively quickly improve the 
material and cultural standard of living of the people while developing the 
national economy; it also impacts on the important question of whether or 
not we can realize our strategic objectives for the year 2000. The aim of 
socialist production in a socialist society is to improve the material and 
cultural standard of living of the people. What should we rely upon to 
improve it? Some people say we should rely upon the development of production. 
This idea is correct, but not completely correct. It is correct in principle, 
because if production is not developed, then there would be no way to improve 
the people's standard of living. But it is not completely correct because 








there are several patterns (or results) of production. The first is added- 
[output ]-value production, in which the value of the goods produced is 
greater than the value of the materialized and live labor consumed in the 
production process. For example, if the value of the good produced is 15,000 
yuan, the value consumed in the production process is 10,000 yuan, and the 
value added is 5,000 yuan, or a rate of 50 percent. From the point of view 
of society as a whole, the added value portion can be used either to improve 
the people's standard of living or to expand reproduction. The higher the 
value-added rate, the better the economic results, the wealthier society 
becomes, and the faster improvements in the people's livelihood can be 
attained. The production of profitable enterprises belongs to this pattern. 
Another form of production is simple transformation of use-value production, 
in which the value of the good produced is basically the same as the value 
consumed in the production process, there is no value added. Various materials 
are simply processed and transformed into other useful material goods, without 
adding on any new wealth. This pattern of production cannot improve the 
people's standard of living, nor is it capable of increasing funds for invest- 
ment, nor can socialist production expand. Another type of pattern is 
decreas-ed-value-production, in which the value of the goods produced does not 
equal the value consumed in the production process. This kind of production 
is disadvantageous both to the people and to society. The greater the produc- 
tion, the poorer the people. And not only does the people's standard of liv- 
ing not improve, but the current standard of living becomes more and more 
difficult to sustain. Generally speaking, unprofitable enterprises are of 
this pattern of production. Currently, nearly one-fourth of the industries 

in the entire nation are incurring losses, and there are still considerable 
numbers of enterprises which are only making a tiny profit or are on the 

verge of being profitable. The primary reason for this situatior is that 
management is backward, or that the establishment of the factory was not 
rational. These conditions must not be allowed to exist for an extended 
period of time. Among the unprofitable enterprises there are also some which 
have been incurring losses because the price system is not rational. These 
losses are policy-related losses. The state allows these enterprises to 
remain in existence, and the problem will be resolved through the readjustment 
of the price system at an appropriate time. But concealed in the category 

of policy-related losses are many management-related losses. These enter- 
prises with management-related losses must not feel at ease and justified 

in their condition. They must eliminate management-related losses and 

reduce policy-related losses to a minimal degree. Even though our aim in 
developing production is to improve the material and cultural standard of 
living of the people, we must encompass this general objective in our economic 
work, and our primary concern should be to pay attention to economic results. 
In managing our factories, we should strive to raise product quality, reduce 
waste, conserve on expenditures, reduce costs, make investments in a rational 
manner, pay attention to product marketability and raise profit levels. Not 
only should we pay attention to economic results in the enterprises themselves, 
but we should also pay attention to social results. If we do not pay attention 
to economic results, we will be deviating from the aims of socialist produc- 
tion, and from the aims of our Communist Party members, which is to serve 

the people wholeheartedly. And, of course, we will also be deviating from our 
strategic objective to quadruple [our gross value of agricultural and 


industrial output] and to raise the people's standard of living to a comfortable 
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level by the end of this century. We have already been discussing the 

problem of how to improve economic results for a number of years, but to 

date we have made little progress, the real reason being that we have lacked 
the profound understanding and sense of urgency necessary to deal with this 
problem. Many enterprises have not yet even really corrected their adminis- 
trative thinking. Cadres with leadership duties must repeatedly propagate 

the basic principles of this economic work, and they must practice what they 
advocate. Provided we can bring around our administrative thinking, we can 
broaden our field of vision and have many more options. There is a steel 
company which produces both pig iron and steel products. Its electric furnaces 
had always been fed raw materials, and it had never employed direct infusion 
of molten iron. Its energy consumption was high and its economic results were 
poor; things had been done this way for decades and no effort was made to 
change. Recently, however, the plant has begun to pay attention to economic 
results, and to recognize its wastefulness. It has studied direct infusion 

of motten pig iron, and has already drastically reduced its eiuergy consumption. 
It has also cut short the refining time and increased its production of steel 
materials and increased its revenue by more than 20 million yuan in 1 year. 
There are many examples of this kind to be found. Therefore, if we want to 
improve our economic results, we must first correct our economic thinking. 


II. While seeking improvement of economic results, seek to improve the growth 
rate. If we pursue both economic results and growth, we will be able to 
attain geniune fast growth rate, and the people will be able to improve their 
quality of life. On the contrary, if we simply puruse growth, and neglect 
results, it will be a fruitless approach, and we will not attain the growth 
rate we desire. Regarding this problem we have had some profound historical 
lessons. In our construction work, we have had a subjective desire to work 
faster and to do more. To seek quantity and speed is tneoretically fine, 

but in the search for quantity, quality and results are overlooked, and we 

get the opposite of what we want. The most typical case was the great leap 
forward in 1958, in which we tried to double steel production. We chased 
after quantity and speed, and not only were we not concerned about profits 

and losses, but we were not even concerned about original capital outlays. 
This certainly was a huge waste, unprecedented on such a national scale. 
Financial revenues in 1962 were 45.2 percent less than they were in 1960, 

and since financial revenues did not have the power to support production 
construction, our investment in capital construction in 1962 was 84.3 percent 
less than it was in 1960. The value of industrial and agricultural production 
fell 28 percent, basically returning to 1952 levels. National income dropped 
to a level 14.5 percent below 1957 levels. But in the 3-year readjustment 
period that followed, based on the principles of "readjustment, work hard, and 
improve" which were conscientiously implemented, economic results improved, 
strength was accumulated once again, and the vitality of the people's 

economy was revived. Compared with 1962, the gross value of industrial 

and agricultural production was 81.8 percent higher in 1966, and national 
income rose 76.5 percent in the same period. Our 30 years of history have 
proven that in every period of time in which relatively great attention has 
been paid to economic results, the speed of economic development and the 

speed with which national income has grown has been relatively fast-paced, 

and there has been improvement in the people's standard of living. Every 
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Xeriod in which we have pursued output value and quantity and have neglected 
2conomic results, economic development and the speed with which national 
income has risen has suffered, and the people's standard of living has been 
jifficult to improve. The figures for each period are as follows: 

















Rate of annual Rate of annual Ratio of 
increase of Increase of growth in 
gross value national output value 
?eriods in which of agricultural income to growth of 
2conomic results and industrial (percent) national 
vere emphasized output (percent) income 
First 5-Year Plan 10.9 8.9 1 : 0.78 
196 3-66 16.1 15.3 1 : 0.93 
Periods in which we 
singlemindedly pursued 
juantity and speed in 
production 
1958-62 0.6 -3.1 = 
1967-78 7.8 5.8 1 : 0.65 


The above figures indicate that results determine the speed or rate of growth, 
lot that tho rate of growth determines results. This is also an objective 

law that cannot be changed by the will of the people. There are two important 
conditions necessary for the expansion of socialist reproduction: 1) the 
2nthusiasm of the people, and 2) an increase in the means of production 

(arable land, factory buildings, equipment, tools, raw materials and so on). 
For the most part, developing production, paying attention to economic results 
and increasing the wealth of society can all be used either directly or 
indirectly to improve the material and cultural standard of living of the 
people, and the workers will thus have enthusiasm. Aside from improving the 
people's standard of living, improved economic results will also supply a 
surplus strength that cau be used for construction and for expanding reproduc- 
tion. This way we will be able to form a favorable cycle, ensuring the stable, 
sustainable and fast-paced development of the national economy. On the con- 
trary, if we do not pay attention to economic results, the increase in society's 
wealth will be small, and there will be no extra strength by which to improve 
the people's standard of living. Mere appeals for the masses to work hard and 
to work energetically will become tiresome, and the enthusiasm of the peasants 
will not endure: because economic results are low, other than caring for 
basic necessities, they will have no strength left to attempt to carry out 
construction, and this will result in a vicious cycle. The economy will move 
forward only through hardship, slowly and with difficulty, and there will 

only be slow improvement in the people's standard of living. We must handle 
our economic work according to objective laws. Leaving behind the old ways 

of pursuing output value, quantity and speed of production, we must forge a 
new path with the improvement of economic results as the central focus. 

From improved economic results, we will seek to increase our rates of growth, 
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in our to attain a basically favorable turnaround in our financial and 
economic situation, and contribute to the invigoration of the national 
economy. 


III. We must emphasize finance and accounting. Finance and accounting work 
Should be initiated and developed along with the development of the forces of 
production. When the socialist forces of production develop to the point 
where there starts to be a surplus of products, objectively speaking, the 
need to start keeping accounts has been produced. Accounting developed 
Simultaneously with writing. Along with the development of commodity produc- 
tion, cost accounting, suiting the needs of commodity management, steadily 
developed and improved. Modern accounting is a tool which modern economic 
management cannot do without. Some people think that accounting consists only 
of making entries, balancing books, rendering accounts and dispersing funds; 
there is a lack of understanding with respect to these functions. Although 
they are important component parts of the financial accounting function, they 
are no longer considered its most important parts. Sound finance and 
accounting has already become the most effective instrument of an enterprise's 
internal management and administration. Modern enterprises are of a large 
scale, with many subordinate units, including production, materials supply, 
marketing, technical research, product development, capital construction, 
equipment upgrading, costs, profits, investment and many other extremely 
complex management matters. With respect to gigantic enterprises and these 
complex matters for management, relying on direct first-person methods of 
management are impossible. Finance and accounting makes use of currency, 
calculation and comparison to provide a simple, clear and comprehensive 
method of management. Its primary functions are: 


1. To provide comparison of results. We are currently emphasizing economic 
results in our production. Through computations, analysis and comparisons, 
finance and accounting can provide economic feasibility studies, and a basis 
for strategic administrative decisions. 


2. To provide budgetary and account settlement controls over management 
goals. Every company and enterprise should have planned objectives for 
production volume, product variety, materials supply, product marketing, 
technical research, costs and expenses, profits and investment in equipment 
for each year, quarter and month. These objectives can be compiled into 
budgets through finance and accounting methods. They should be implemented 
gradually down to the lowest level, and in implementing them, we should 

carry out strict management controls in accordance with the budgets. Final 
accounts are simply the final results of implementing the budget. The 
differential between the final accounts and the budget should be evaluated 
on a monthly basis, and investigations and examinations should be made 
regularly. If this is done well, we will accumulate experience, and its 
popularity will spread. If it is not done well, we must seek out reasons, 
study new measures and quickly resolve the problems. With respect to control 
over management objectives, this is an effective method for realizing planned 
objectives and improving economic results. 
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3. To provide information. Sound finance and accounting is the most sensitive 
information system within an enterprise. It provides information and sugges- 
tions for the purpose of improving management and improving economic results, 
and can act as a guide for management activities. 


Looking at the above-mentioned primary functions, we can see that finance 

and accounting is an extremely important component part of enterprise manage- 
ment. in emphasizing economic results, we must conscientiously pay attention 
to finance and accounting work. Enterprise leaders must revive the role of 
finance and accounting assistants in the management of enterprise. Of course, 
the professional level of the finance and accounting work in each unit will 
vary. Where the professional level is high, the role of finance and account- 
ing should be larger; where the level is lower, the role can be smaller. 
Aside from the work which finance and accounting workers do on their own to 
raise their professional level, we should rely on the support, training and 
guidance of cadres at all levels to raise the professional level of finance 
and accounting personnel. When I went to Japan to make an investigation, I 
discovered that some of the managers and factory heads of large companies 
were fully familiar with finance and accounting work, and that they were even 
doing some of the work themselves. 


The [suzu Automobile Corporation has an office that is under direct control 

of the general director; there are 122 personnel, 63 of the members work on 
cost planning, management and on collecting cost reports. Most of them are 
engineers and technical personnel. The control departments and the leading 
cadres at all levels in our factories should personally take charge of the 
work of enterprise finance and accounting. They should learn how to use 

this tool to carry out management and adminisiration. Individual finance and 
accounting organizations should be set up. If there are not enough personnel, 
we should provide the appropriate number of workers needed. Only if we really 
give full play to the role of finance and accounting will we be able to 
improve economic results even more. 


[V To implement measures to improve economic results. At present, I believe 
we should diligently stress the following kinds of work: 


1. We should conscientiously overhaul our enterprises, including the 
revamping of finance and accounting. This is a basic cornerstone of our 
economic work, and is very important. Through reorganization, we can enable 
the enterprises to move toward scientific management and can improve economic 
results. Otherwise, we will be unable to implement our policies on economic 
results. As we understand it, most enterprises have been overhauled, and 

the quality of management has improved. Obviously, economic results have also 
improved. But there are still a few enterprises which have not carr ™ out 
reorganization in a solid manner, and there are evensome that are jus going 
through the motions. Their consolidationis not being undertaken in order to 
improve management; they are doing it just to appease order to improve 
management; they are doing it just to appease the higher authorities. They 
are practicing “mobilize all workers, fool the inspection teams, get an 
inspection certificate, and then give everyone a bonus." In order to do a 
good job in the work of overhauling enterprises, and to speed it up, each 
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prefecture should organize traveling inspection units, and should promote 
and help the enterprises do a good job in thorough enterprise consolidation. 
We must adhere strictly to the policy of helping those that have good 
experiences, and must prevent the practice of just going through the motions. 


2. We should put forth targets for the enterprise to struggle toward in 
raising their profit levels. For example, within 3 years, the profit from 
each 100 yuan of sales should progressively increase 1 yuan per year. This 
way we can induce enterprises to raise product quality, reduce consumption, 
conserve expenses, and reduce costs. 


3. We should completely develop, between similar industries, a campaign 

for "mutual study, mutual investigation and mutual assistance." Through this 
movement, we will be able to push the enterprises further toward discovering 
areas in which they are weak and to continue to move forward, helping back- 
ward enterprises to study diligently and improve their work thoroughly. It! 
everyone emphasizes the positive and overcomes the negative, and strives 

to utilize their full potential, we will all improve together. 


4. We must implement accounting responsibility systems in the enterprises. 
Accounting should reflect the accomplishment of economic responsibilities 

at all levels of each sub-factory, workshop and work unit. In the past few 
years, the subsidiary factories and work units of many enterprises have 
implemented internal profit and loss accounting systems. These have aroused 
enthusiasm, strengthened economic accounting, and improved economic results. 
This appears to be a good method, which can create favorable conditions and 
can be implemented in a gradual manner. 


5. We should strengthen our work with respect to the political thought of 
our staff and workers. + the one hand, we should rely on stronger manage- 
ment in order to turn losses into profits. But, on the other hand, we 
should also rely cn the great spirit of our staff and workers and their 
sense of responsibility toward their factories and their families. If our 
workers have this sense of responsibility, they will voluntarily make con- 
tributions to the four modernizations. They will improve quality, conserve 
expenses, reduce consumption and reduce costs. Thus, we will build a reliable 
foundation and get twice the results with half the work. Otherwise, if we 
rely on management alone, our results will not be as ideal. Our good tradi- 
tion of working on political thought, which was cast aside during our 10 
years of turmoil, should be revived, and we should be paying attention to 
strengthening our work in this area. 
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ECONOMIC MANAGEMENT 


YUNNAN'S FERTILIZER INDUSTRY TURNS LOSS INTO PROFIT 
Kunming YUNNAN RIBAO in Chinese 21 Nov 83 p 1 


[Article: "Yunnan's Small Nitrogenous Fertilizer Industry Turns Loss 
into Profit after Reorganization" ] 


[Text] After several years of readjustment and reorganization, Yunnan's 
long unprofitable small nitrogenous fertilizer industry changed the "high 
consumption and large loss" situation of the past. With the ever rising 
output and the continuously decreasing consumption, losses were greatly 
reduced. In the first 10 months this year, after offsetting the profit 
against the loss of the entire industry, there was a net gain of 360,000 
yuan, thus ending the more than a decade of continuous loss. 


Yunnan's small nitrogenous fertilizer industry was highly unprofitable 

for many years. Its loss in the year 1979 was over 3.3 million yuan, 
making it a "burden" on local finance. In recent years, the provincial 
chemical industry department sent out teams to investigate each and every 
small nitrogeous fertilizer plant and analyze the reasons for the losses, 
and adopted the methods of readjusting production and reorganizing the 
leading groups as the "cure." Due to the lack of coking coal, the Baoshan 
plant had to use charcoal. The fuel consumption was high and the output 
low, resulting in protracted losses. The provincial chemical industry 
department made readjustments and converted it to making other products. 
Due to the ignorance of its leading group in management and production 
techniques, the production of the Huaping county plant was chaotic. 

After investigation, the department reorganized the leading group, assign- 
ed two college graduates as plant chief and assistant chief, and reversed 
the situation, showing a profit of more than 79,000 yuan for the first 

10 months this year. In the past 3 years, the department successively 
shut down, merged and converted 26 plants which did not possess the condi- 
tions for production, thereby rationalizing the layout. It reorganized, 
according to the requirements of the four modernizations, the leading 
groups of all the plants, so that 70 percent of the plant chiefs were of 
college or technical secondary level, thereby creating favorable condi- 
tions for unloading the “burden” of loss. 
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Technological transformation was also an important factor for the small 
nitrogenous fertilizer industry to turn loss into profit. In the past 

3 years, the provincial chemical industry department introduced industry- 
wide technological transformation, and plants which used to produce 

3,000 tons of synthetic ammonia annually now produced 5,000 to 7,000 tons, 
thereby greatly increasing the average volume and value of output per 
capita. The various plants also eliminated the low efficiency and high 
consumption equipment and adopted new techniques and equipment for “the 
recovery of three gasses” and "the utilization of waste heat." Technical 
transformation makes it possible for some small-sized nitrogenous fertilizer 
factories to reduce their consumption of energy, increase production and 
achieve good results. The economic statistics of Lu Xi Nitrogenous Plant 
indicate that the factory has already become one of the advanced units of 
the nation. 





Yunnan's small-sized nitrogenous fertilizer industry has just begun the 
work of turning losses into profits. Therefore, a balanced development 
has not been achieved and there are still some muney-losing enterprises. 
At present, the province's chemical department is studying new measures to 
develop production and to strive to make all factories profitable. 
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ECONOMIC MANAGEMENT 


PROBLEMS WITH TIANJIN'S INDUSTRIAL PRODUCT MIX DISCUSSED 
Tianjin TIANJIN RIBAO in Chinese 13 Sep 83 p 4 


[Article by Zhao Yang (6392 7122]: “Preliminary Discussion of the Rational 
Readjustment of Industrial Product Mix in Tianjin") 


[Text] How can we open a new prospect for Tianjin's industry so that it can 
do its part in attaining the grand objective of quadrupling the gross indus- 
trial and agricultural output value? On the basis of recent investigations in 
the key industrial products in the municipality, we believe one important way 
is to readjust the product mix rationally with the improvement of economic re- 
sults as the central task. 


I. 


The industrial product mix in Tianjin has undergone a profound change since 
the founding of the People's Republic. For a lopsided product mix mainly of 
consumer goods limited to only a few grades before the liberation, it has be- 
come a fairly complete mix with many different varieties, mainly of the light 
type and with a highly comprehensive character. However, there are still some 
problems, the major ones being as follows: 


1. The small number and low proportion of key products. According to the 
composition of output value, as shown by the statistics of 1981, nearly 100,000 
types of goods were produced by 4,286 enterprises in 13 industrial branches 
distributed throughout the sunicipality. The number of key products which can 
exert great influence on the economy is small, since there were only 33 cate- 
gories each with an output value of 0.1 billion yuan. Among them, 28 cate- 
gories had an output value of 0.1-0.5 billion yuan, and only 5 had an output 
value of 0.5-1.0 billion yuan. 


2. The scarcity of brand-name products and the low grade of products. Tian- 
jin produces some brand-name products, but their proportion in the product 
mix is small. In 1981, for example, the output value of 168 brand-name light 
industrial products amounted to only 10 percent of the total light industrial 
output value in the municipality, and the proportion of high-grade products is 
rather small. Again, Tianjin's production of dyestuff ranks first in the 
country, but its output value is only 48 percent of that of Shanghai. The 
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reason is that Shanghai's proportion of high-grade products was as high as 
63 percent, while ours was only 34.7 percent. 


3. The slow updating of products. Tianjin produced a number of sophisticated 
industrial products in the past 3 years, if we look at its technical compo- 
sition, and 60 percent of them were in regular production. However, many old 
products are not being updated fast enough. For example, only 5 percent of the 
950 varieties of mechanical and electrical appliances were of the 1970 vintage. 
In the case of sewing machines, most foreign countries have produced the auto- 
matic imitation type down to the fourth generation, and Shanghai has aiready 
produced the high-speed and multifunctional type with aluminur alloy bodies 
down to the third generation. Our municipality, however, is only producing 
single-function machines with cam connection rods in their second generation. 


4. The low proportion of exported products and the high cost of foreign ex- 
change. According to the composition of sales as shown in the statistics of 
1981, the output value of industrial products directly exported by Tianjin 
accounted for 12.2 percent of the total industrial output value. Of the 27 
types of major products, the cost of foreign exchange earnings for 18 was 
above, the cost of 8 was below and 1 was on a par with the national average. 


A subjective reason for this irrational product mix is that the technical and 
management levels in our municipality are lower than those of the advanced 
regions. The objective factor is that for a long time, insufficienr atten- 
tion was paid to the development of coastal cities. Large and advanced key 
projects are rarely arranged for Tianjin with the result that its industry 

not only lacks large key industrial products but is also relatively backward 
in the development of modern supporting products. In the 25 years from 1957 
to 1982, the number of large industrial enterprises and the gross industrial 
output value were reduced from the 3d rank in the early post-liberation period 
to the 13th rank. 


Il. 


How will the product mix be rationally adjusted? There are now gainly two 
different views. The first view holds that since industrial product mix con- 
cerns the proportionate relationships among various products, which reflect 
the degree of rationality in the distribution of productive forces, only the 
acceleration of technical transformation and of equipment renovation can help 
readjust the product mix rationally. The second view holds that since the 
product mix reflects the level of productive forces as well as the relations 
of production, the main factor affecting the product mix is management, which 
belongs to the category of relations of production. Therefore, we must speed 
up economic restructuring and raise the standard of business management before 
we can rationally readjust the product mix. 


We believe that these two views should be mutually supplementary instead of 
being mutually exclusive. Industrial product mix is the general nomenclature 
for the mutual as well as the proportionate relationships among industrial 
products. It reflects both the level of productive forces and the relations 
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of production. Therefore, the rational readjustment cf product mix should 
proceed along with the rational readjustment of both the distribution of 
productive forces and the relations of production. 


Rational readjustment of product mix means the rational readjustment of var- 
ious relationships including proportionate relationships amonz industrial 
products. It naturally concerns mant aspects, such as technical transforma- 
tion, equipment renovation, distribution of productive forces an! economic 
restructuring. It is a highly comprehensive and very complicated work. 
Therefore, it is very important that some criterion be set for measuring the 
rationality of the product mix. 


Marx pointed out: ‘The different spheres of production constantly tend to 
an equilibrium; for, on the one hand, while each producer of a commodity is 
bound to produce a use-value, to satisfy a particular social want, and while 
the extent of these wants differs quantitatively, still there exists an inner 
relation which settles their proportion into a regular system." (‘Collected 
Works of Marx and Engels’ Vol 23, p 394) He further pointed out: ‘The use- 
value of the mass of the social products depends on whether it satisfies the 
quantitatively definite social need for each particular kind of product in 

an ad2quate manner, and whether the labor is therefore proportionately dis- 
tributed among the different spheres in keeping with these social needs which 
are circumscribed." (Ibid Vol 25, p 716) Marx's thesis not only showed the 
proportionate relationship among various products which coroice to form the 
total volume of capitalist commodities; it also provides the theoretical 
basis for planned and proportionate socialist production. Planned proportion 
refers first to the proportion between the aeans of production and the con- 
sumer goods, and then to the internal proportions between the products of 
each of these two major categories. The sum total of the products produced 
according to proportion constitute the actual product mix. Marx's thesis 
tells us that production must conform to various social needs and that the 
proportions among them should tend to an equilibrium. In other words, a 
rational industrial product mix must be able to conform to the quantitative 
proportions among different products as required by the spheres of production, 
distribution, exchange and consumption. Otherwise, it would be irrational. 


Some comrades use the increase in profits as the sole criterion for the ration- 
al readjustment of product mix. This is harmful and does nut conform to the 
requirements of basic socialist economic laws. Especially when the existing 
price system is irrational, the profit indices cannot truthfully reflect the 
rationality or irrationality of an enterprise's product mix. It can only re- 
flect the economic results of the enterprises from a microscopic, got macro- 
scopic, point of view. That is why profit cannot serve as the sole criterion. 


Iil. 


To sum up, two problems must be solved so that Tianjin'’s product mix can be 
rational. 


l. Setting up a leading industry and developing the key and supporting 
products. There are rich resources of petroleum, natural gas and salt in 








Tianjin and its surrounding areas, while Tianjin itself has a fairly strong 
technical force. Its geographic conditions are favorable and there are good 
transportation facilities. It also has a fairly good foundation in the chem 
ical industry and the advantages of a large processing capacity for the raw 
materials of the digestive petrochemical industry and the oceanographic chem- 
ical industry. Therefore, in the distribution of productive forces, we 

should develop the chemical industry, based on the joint development of the 
oceanographic chemical industry and petrochemical industry as the leading in- 
dustries and as the main direction of industrial development in Tianjin. We 
should also appropriately develop the machinery, light, textile, electronic 
and new-materials industries and actively develop the key and supporting pro- 
ducts of high technical intensity and fine quality. In the future, petroleum 
and petrochemical and oceanographic chemical industrial products will serve as 
the foundation, while machinery and other new and fine-quality products of 
light, textile, electronic and other industries will serve as supporting 
products in Tianjin's industrial product mix. Prominence will be given to the 
key products, and there will be good coordination of the leading and the sup- 
porting products in a rational product mix. Furthermore, based on the needs of 
economic development and on present economic power, a number of indispensable 
and modernized large- and medium-size key enterprises should be built to spur 
on the development of the textile, light, pharmaceutical, machinery, shipbuild- 
ing and electronic industries. This is a matter of bringing into play Tian- 
jin's crucial role as a cen.ral city of the northern economic zone and is the 
key to success in contributing to the four modernizations drive. 


2. Speeding up technical transformation, equipment renovation and quality 
improvement. To develop the key products, we must have effective technical 
means. However, the production equipment in our municipality is mostly ob- 
solete, and 41 percent of it has been in operation for more than 10 years. 

To continue to improve the quality of our products, we have to speed up 
technical transformation and equipment renovation. It is suggested that the 
departments concerned should organize the technical forces in the municipality 
to work out long-range plans for technical transformation and equipment reno- 
vation for the industrial sector of the municipality and to implement these 
plans in a systematic way. This calls for rational use of the special fund 
earmarked by the state for technical transformation. We should also increase 
the sources of funds. While importing advanced technology and equipment to 
speed up technical progress, we should also import suitable quantities of soft- 
ware and complete sets of equipment in addition to maximum quantities of key 
accessories and spare parts to speed up the transformation and renovation of 
equipment. 


We should also try to catch up in other activities, such as adopting effec- 
tive measures to develop high-grade, precision and advanced products, manu- 
facturing on a trial basis and producing new products, speeding up the up- 
dating of products, strengthening the supportive work for specialization and 
coordination, increasing the output for both the domestic and foreign market, 
accelerating the economic restructuring, setting up and perfecting the system 
of market forecasting and the system of information, building supply bases of 
raw materials and so forth. In short, if we can persevere in readjusting the 
product mix rationally, we can certainly accomplish the purpose of improving 
economic results. 
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FINANCE AND BANKING 


BRIEFS 


SHANGHAI BANKING--Beijing, 27 February (XINHUA)--Banks in the Shanghai Economic 
Zone have integrated their information networks to better serve the economy 

and foreign trade. An office has recently opened in Shanghai to process in- 
formation from the People's Bank of China, the Agricultural Bank of China, the 
Bank of China and the People's Construction Bank of China in the zone and issue 
relevant publications. The Shanghai Economic Zone, embracing Shanghai and nine 
medium-sized cities in Jiangsu and Zhejiang Provinces, is one of the country's 
most developed regions. [Text] [OW270854 Beijing XINHUA in English 0840 GMT 
27 Feb 84] 


NINGXIA REVENUE RISES--Ningxia's revenue in January was 20.14 million yuan, 
representing 10.4 percent of the budget figure for the year and showing a 

rise of 11.2 million yuan over January 1983. Apart from coal exports, the 
reason for the increase was the rise in revenue from industrial and commercial 
taxes. [Summary] [HK241540 Yinchuan Ningxia Regional Service in Mandarin 
2300 GMT 23 Feb 84] 
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MINERAL RESOURCES 


BRIEFS 


EAST CHINA URANIUM PROSPECTING-—-By using new technology, the East China 
Geological Prospecting Bureau of the Ministry of Nuclear Industry has fulfilled 
the economic and technical targets of the Sixth 5-Year Plan 2 years ahead of 
time. The bureau is responsible for uranium prospecting in east China. It has 
actively popularized the use of the small-caliber, diamond drilling technique. 
As of the end of 1983, it acquired 62 drilling machines of this type, or 

62 percent of the bureau's total number of operating drilling machines. 
[Summary] [Nanchang Jiangxi Provincial Service in Mandarin 1100 GMT 3 Feb 84 
OW] 
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INDUSTRY 


NEW CONTRIBUTIONS TO DEVELOPMENT OF NINGXIA BY 18 MACHINERY ENTERPRISES 
Yinchuan NINGXIA RIBAO in Chinese 16 Oct 83 p l 


[Report by Chen Ruilin [7115 3843 4729]: "Eighteen Machinery Enterprises 
Move To Ningxia and Make New Contributions to Development" ] 


[Text] The many machinery enterprises which moved to the autonomous region 
during the early stage of its establishment have become the key industries 

in this region after more than 20 years of steady development. During the 
past 3 years, 6 different electromechanical products from this region received 
the National Silver Award, 12 received the Superior Quality Award from the 
Ministry of Machine Building and the Ministry of Coal Industry and 41 were 
rated as superior-quality products of the autonomous region. 


Since the establishment of the autonomous region in 1958, the state made a 
concerted effort to develop the region by relocating a number of machinery 
factories from Shanghai, Tianjin, Shengyang and Dalian, including 14 major 
enterprises and 4 small enterprises of the Ministry of Machine Building and 
the Ministry of Coal Industry; also, 4,000-5,000 party officials, technical 
personnel and laborers were transferred to this region. At the foothills of 
Holan Shan and along the shores of Huang He, modern machinery factories were 
constructed one after another. Today, this region has more than 400 machinery 
factories, over 11,000 machine tools and 50,000 employees. The total output 
of the machinery industry in 1982 was more than 60 times the output in 1957 
prior to the establishment of the autonomous region. 


In an effort to take part in the national economic reform, the machinery 
industry of this region has achieved encouraging results by redirecting its 
services and product structure, increasing product lines and improving pro- 
duct quality. With modern equipment and unique technologies, these relocated 
enterprises have developed a number of "prize" products which have been well 
received on domestic and international markets. The Xibei Coal Mining 
Machinery Plant is among the top manufacturers of coal mining machines in 
this country. It can produce complete coal mine transportation systems and 
more than 40 different pieces of mining equipment; its products are sold 

to more than 500 coal mines over 25 provincial districts. Three of its 
products--the Meiyu SSP-1000 ground-supported, retractable and belt-driven 
conveyor, the SGW-40T transporting equipment and the DS2B-40 blast- 

resistant generator--received the National Silver Award, The Northwest 
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Bearing Factory is a key enterprise in the bearing industry; it has more than 
400 products, and its large- and medium-size bearings are important products 
for the domestic industries. The Changcheng Machine Tool Factory is a leader 
in the field of hydraulic copying lathes and automated turning-processing 
production lines; its CE7112 copying lathe received the National Silver Award. 
The products of these two factories have been exported to more than 40 
countries and regions. The vertical drill and milling machine produced by 
the Dahe Machine Tool Factory have enjoyed national fame; its Z51140A vertical 
drill received the National Silver Award. Its products are sold in 54 
countries and regions, and it has exported a total of over 1,300 machine 
tools, thereby generating considerable foreign exchange for the state. The 
three experimental factories in this region have 9 different products which 
account for 70 percent of the product line in the country; they have made 
unique contributions in such areas as high and low temperatures, high vacuun, 
electronics, automatic control, corrosion protection and miniaturization. 
They have also provided strong support to key construction projects in 
petroleum, chemical engineering, metallurgy, electric power, light industry 
and transportation. In addition, the ZQ250-500 speed reduction device and 
the 5-30T twin-bridge type crane produced by the Yinchuan Crane Factory, the 
rest instruments for forestry and meteorology produced by the Yinchuan 
Electric Instrument Factory and the instruments for measuring flow rate and 
positions produced by the Yinhe Instrument Factory all play important roles 
in China‘s industries. It is estimated that since the llth Party Congress, 
more than 300 new products have been developed, some of which have reache ’ 
the standards of similar products found in advanced nations. 
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INDUSTRY 


BRIEF REPORT ON FIRST NATIONAL VACUUM HEAT TREATMENT CONFERENCE 


Beijing JINSHU RECHULI [HEAT TREATMENT OF METALS] in Chinese No 10, 
1983 pp 58, 59, 64 


[Text] The first national vacuum heat treatment conference was held in 
Tianjin from 2-5 April 1983. The conference was attended by 106 delegates 
from 85 offices representing 19 provinces, cities, autonomous regions and 
the Ministry of Machine Building, the Ministry of Aerospace, the Ministry 
of Aviation and the Ministry of Electronics Industry. 


A total of 54 papers were presented at the conference which covered the 
following topics: vacuum heat treatment equipment, vacuum-quenching 
technology, annealing technology, vacuum chemical heat treatment technology, 
composition and characteristics of vacuum heat-treated metals, vacuum-heated 
components and quenching medium. 


The delegates engaged in active discussions about China's current status 
of vacuum heat treatment development and the future development trend; they 
also explored many related technical issues. 


I, Current Development of Vacuum Heat Treatment Technology in China 


Vacuum heat treatment technology has been progressing rapidly in China. 
Before 1960, a limited number of vacuum-annealed parts of small, precision 
instruments we e treated in vacuum furnaces. In the late 1960's, efforts 
were initiated to develop cold-wall vacuum-quenching furnaces, which used 
oil-quenching, gas-quenching and even water-quenching techniques. The 
development of vacuum heat treatment accelerated. 


1. Imported vacuum-quenching equipment have been replaced by Chinese-made 
equipment whose quality has reached or even exceeded the standards of im- 
ported equipment. 


In 1973, the Tianjin Electric Furance Factory developed the semi-continuous 
gas-quenching furnace. Subsequently, a number of research organizations, 
academic institutions and factories developed various vacuum-quenching 
furnaces in order to solve their own research or production problems, In 
particular, the Xian Electric Furnace Research Institute, the Shanghai 
Electric Furnace Factory, the Shanghai Mechanical and Manufacturing 
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Technology Research Institute, the Beijing Electromechanical Research Institute 
of the Ministry of Machine Building, the Harbin Electric Furnace Factory, 

the Chienjiang Machinery Factory and the Shengyang Vacuum Technology Research 
Institute made significant contributions to the development of China's vacuum 
heat treatment furnaces. The Capital Machinery Factory designed, built and 
produced the ZC65-13 vacuum-quenching furnace (single chamber or double 
chamber); more than 20 units have been produced and are currently in use. 

The technical characteristics of the furnace fully met industrial requirements; 
several important technical indices exceeded those of some of the imported 
furnaces. Currently, this factory is developing projection models of vacuum- 
carburized furnaces and vacuum ion-carburized furnaces. They also plan to 
develop several new products such as the three-chamber vacuum heat treatment 
furnace and microprocessor-controlled yacuum-quenching furnace. 


Today, there areover 100 vacuum furnaces in use; they have clearly demonstrated 
their production capability. 


2. Systematic research and application programs in vacuum heat treatment 
technology have been initiated. On the basis of the research results and 
practical experience of many organizations, we have established technical 
specifications of vacuum heat treatment according to China's current needs in 
production and parts. Some of the technical data have exceeded foreign 
technical specifications; they are approaching much higher standards in vacuum 
heat treatment technology. Consistent and practical experience and production- 
oriented data have been accumulated for selecting technical parameters in 
vacuum quenching such as heater temperature, temperature-holding time, degree 
of vacuum, pressure of gas coolant and oil pressure for oil quenching, medium 
of vacuum quenching and cooling time. 


In the area of vacuum heat treatment technology, a considerable amount of 
basic research hai been done by the Beijing Industrial University, the Tianjin 
Heat Treatment Technology Research Institute, the No 4 Design and Research 
Institute of the Ministry of Aviation and the Capital Machinery Factory. 


It is evident from information presented at the conference that experiemental 
research of the composition and characteristics of vacuum heat-treated steel 
have been conducted, and preliminary results have been obtained by the 
Shanghai Industrial University, the Beijing Industrial University, the Dalian 
Engineering College, the Tianjin Heat Treatment Technology Research Institute 
and the Yunma Machinery Factory. In particular, intensive study efforts have 
been devoted to the area of high-speed steel, bearing steel, structural 

steel and tool steel; these efforts will undoubtedly motivate further research 
in the technology areas. 


In the area of vacuum chemical heat treatment, experiemental research has 
been conducted by universities, research institutes and industries in such 
technologies as vacuum carburization, vacuum ion carburization, vacuum 
carbonitriding, vacuum nitriding; some have already been used in production. 
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Significant achievements have been made by Tianjin University, the Beijing 
Industrial University, the Metallurgy and Chemistry Bureau of the Minis try 
of Machine Building, Dalian Engineering College, the Jinan Diesel Engine 
Factory and the Beijing Oil Pump and Oil Nozgle Factory. 


3. Vacuum heat treatment technique has been routinely used in production, 
and its economic benefits have been clearly demonstrated. We understand 
that in a number of factories around the country, vacuum heat treatment is 
routinely used in production. For example, the Hanjiang Tool Factory used 
vacuum heat treatment to produce wire spoke wheels for which it received the 
National Silver Award. The number of heat treatment procedures was reduced 
from 11 to 6; the consumption of tool blocks, electric power and auxiliary 
materials was also reduced. The cost of each wire spoke wheel decreased 
slightly, and its useful life was increased from an average of 8,000-10,000 
pieces to more than 38,000 pieces. 


The Hongshan Bearing Factory produced high-temperature bearings and precision 
bearings. Its heat treatment procedures were reduced from 14 to 8, and its 
mechanical processing efficiency and oil cleaning efficiency were greatly 
increased. Compared to an ammonia decomposition furnace, its heat treatment 
efficiency has more than doubled, its annual cost has decreased by 52 percent 
and the processing reserve was reduced by one-third. If the factory were 
dedicated to processing high-temperature bearings, the quality of bearing 
parts could be significantly improved, and the total annual saving could 
reach over 1 million yuan. 


In 1982 alone, the Tianjin Heat Treatment Technology Research Institute 
processed 10,000 tool blocks, more than 20,000 precision machine parts and 
600,000 elastic components. The average useful life of the tool blocks wes 
increased by a factor ranging from 1 to 7. 


In addition, the vacuum heat treatment equipment of many organizations have 
been used in normal production to treat tool blocks, precision bearings, 
oil pump parts, surgical instruments, elastic components and special alloy 
parts. 


It can be seen from the above description that: China's vacuum heat treatment 
is undergoing active development; its technical standard is also advancing 
rapidly. 


II, Existing Problems in China's Vacuum Heat Treatment Equipment 


1. In the area of vacuum heat treatment equipment, there is a lack of 
designated product series in vacuum-quenching furnaces; only a limited number 
of furnace types is available with a rather narrow range in capacity and 
inter-changeability. There is no production model of vacuum-carburized 
furnace or vacuum ion car’urized furnace; also, there is no vacuum-pressurized 
gas-cooled furnace or tempering furnace ready for production, 
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On mass-produced furnaces, there are definite problems with the product line 
and quality of the associated pumps, valves, vacuum meters and temperature 
control instruments. 


2. Further research in vacuum heat treatment technology is required; in 
particular, no guidelines have been documented for selecting the technical 
parameters in vacuum heat treatment of various types of steel, colored metals 
and alloys. The parameters must be verified and further improved through 
exterded production experience. 


Research efforts to study the composition and characteristics of different 
types of steel under vacuum heat treatment conditions are just beginning. 
Therefore, the precise mecnanism of vacuum heat treatment in extending the 
useful life of a component is not fully understood. Extensive research is 
required to solve many technical problems encountered in vacuum carburization 
such as the production and prevention of carbon black, the selection of 
additives and che exploration of optimum technical parameters and procedures. 
Additional work should also be done to improve the economy of the processes of 
vacuum ion carburization and vacuum carburization. 


3. Efforts are urgently needed to solve the problems of supply and cost of 
auxiliary materials required for the development of vacuum heat treatment 
such as methane, propane and quenching oil. 


The development of vacuum heat treatment in China is quite encouraging; dele- 
gates at the conference also offered suggestions for future work that should 
be done in this field. 
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INDUS TRY 


PROGRESS OF CHINA'S FEED INDUSTRY DISCUSSED 
Beijing JINGJI RIBAO in Chinese 12 Dec 83 p 2 


[Article by Wang Weisi [3769 4850 0934], Agriculture Bureau, State Econo- 
mic Commission: "The Excellent Momentum of China's Feed Industry"] 


[Text] Under the guidance of the spirit of the 12th Party Congress, the 
feed industry, a new field, is flourishing in China's urban and rural 
areas. Its obvious social economic benefits have made it popular with 
the broad masses right from the start. 


By the end of 1982, over 700 singie-shift feed processing plants with an 
annual output of 2,000 ton or more and close to 3,000 small rural plants 
were built throughout the nation, producing annually over 6 million ton 
of mixed and compound feed, constituting approximately 10 percent of the 
total national fine feed consumption. With the growth of the feed in- 
dustry and the change in the feed composition, new developments have been 
made in urban factory style and rural specialized household animal rais- 
ing, and some areas have begun to shift from tne traditional to the modern 
way. The output and commercialization of animal, poultry and fish pro- 
ducts are gradually increasing. Expanding the use of compound feed, Bei- 
jing, Shanghai and Jiangsu where the feed industry had an early start, 
have made obvicus economic and social results. Take hog raising for 
instance: The return on using compound feed is around one-third higher 
than using single feed, and the time-to-slaughter is reduced by 2 or 3 
months, averaging an annual saving of about 100 jin of grain feed per 
animal. The return on using compound feed for milch cows and laying hens 
is even higher. 


Beijing and Shanghai, the two large cities, used to depend mainly on out- 
side areas for meat, poultry and eggs. Today, by concentrating the supply 
of large and medium feed plants on the several large modern chicken farms 
and spreading the supply of small county, commune and brigade feed pro- 
cessing networks and stations among the communes, brigades and specialized 
households, Beijing has increased the egg purchasing volume 11 times com- 
pared with 1975, before the start of the feed industry, and the 








self-sufficiency rate has reached 71.3 percent. The supply of eggs is un- 
limited during the greater part of the year. The famous Peking duck is 
basically sufficient for market need. The 48 feed processing plants 
established in Shanghai annually produce close to 700,000 ton of compound 
feed, constituting about one-half of the fine feed consumption. For 3 
consecutive years, the city's self-sufficiency rate in pork has been 
maintained at around 55 percent, and that in poultry and eggs at 81.5 
percent and 85.9 percent respectively. By starting the feed industry, 
these two cities have, in a few years’ time, solved a long-standing prob- 
lem of decades. It is indeed amazing! 


There has also been much encouraging news on the rural feed industry. 
Jiangsu's Haian county built 10 compound feed workshops and processing 
Stations, producing 20,000 plus ton annually. The number of live hogs 

in the past 3 years averaged 1.07 million head per year, or 1 plus head 
per capita, and the slaughter rate increased to 146 percent from the 
75.9 percent of 1978. The proportion of livestock output value among the 
total agricultural output value rose from the 18.3 percent of 1978 to 

31 percent. By vigorously introducing compound and mixed feed, the live 
hog slaughter rate in Shanghai's Qingpu county reached 147 percent, and 
the proportion of its livestock output value among the total agricultural 
output value rose from the 7.2 percent of 1978 to 20.9 percent. For many 
years, Beijing's Shunyi county strove to overtake "Huang He" and straddle 
"Chang Jiang" in rice output, but it reached 800 jin in only a few years. 
In recent years, while earnestly implementing the party's principles and 
policies, it vigorously developed the feed industry. With the growth of 
the livestock industry, its grain output also rose, achieving the overall 
development of agriculture, livestock, sideline and fishery. The county 
averages 1 head of commodity hog and 100 jin of commodity eggs per capita, 
and its grain output per mu has reached 922 jin, surpassing its historical 
peak. 


Though a latecomer, China's feed industry has made a good start, and its 
developmental momentum is excellent. The enthusiasm of the various areas 
is very high. It is predicted that a sound foundation will be laid by 
1990, and a complete feed industrial system will be formed by the year 
2000, bringing China's feed industry to a new era of prosperity. 
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INDUSTRY 


PLANS TO STEP UP MACHINE TOOL PRODUCTION 
OW171131 Beijing XINHUA in English 1039 GMT 17 Feb 84 


[Text] Beijing, 17 Feb (XINHUA)--China now makes a dozen kinds of numerically 
controlled machine tools and some of them have been exported, according to the 
Ministry of the Machine-Building Industry. 


Four kinds of China~made numerically controlled machine tools were reported to ‘ 
have shown good performance in a Japanese workshop where they had been in- 
Stalled and operated around the clock for 12 months. 


China started developing numerically controlled machine tools in the 1960's. 
Now there are more than 20 factories and research institutes manufacturing 
over 200 kinds of numerically controlled machine tools annually, including 
lathes, milling machines, grinding machines and multi-purpose processing 
equipment. A set of computerized processing equipment can complete milling, 
boring and drilling operations in one continuous process. 


Numerically controlled machine tools are now used in China's aviation, motor 
vehicle and astronautics industries as well as in the manufacture of petroleum 
machinery, and heavy-duty and textile machinery. 


An official of the Ministry of the Machine-Building Industry said that over 50 
kinds of numerically controlled machine tools are expected to be produced in 
1985 as against a dozen at present. 
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INDUSTRY 


PRC TO ADOPT INTERNATIONAL MACHINE STANDARDS 
OW182210 Beijing XINHUA in English 1438 GMT 18 Feb 84 
[Text] Beijing, 18 Feb (XINHUA)--Products built to international standards by 


China's machine-building industry will from now on give priority in the alloca- 
tion of funds, materials and energy. 


The Ministry of Machine-Building Industry is accelerating the adoption of inter- 


nationally applicable standards to improve the quality of its products. The 
move is part of a national plan to bring in 1990 about 60 percent of the in- 
dustry's products up to standards applied in developed countries in the 70's 
or 80's, according to a report of the ministry to a national economic work 
conference now in session in Beijing. 


International standards will be followed in developing 1,(/00 new products this 
year, the report says. 


Meanwhile, 1,000 products already in production will be brought up to inter- 
national standards, bringing the number of such products to 1,660. 


Deadlines have been set for the completion of these tasks, the report says. 
China has finished translating the machine-building standards manuals pub- 
lished by the International Electrotechnical Commission and the International 


Standardization Organization. 


Some manuals from Japan, the Federal Republic of Germany and the United States 
are being translated, the report adds. 
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INDUSTRY 


BRIEFS 


DIGITAL QUARTZ WRISTWATCHES PRODUCED--Beijing, 2] February (XINHUA)--China has 
begun producing, digital quartz wristwatches equipped entirely with domestically- 
made components, according to the Ministry of Electronics Incustry. Digital 
quartz watches have been turned out by a Guangzhou factory in cooperation with 
Beijing and Suzhou factories and put on the market since January. The quartz 
watches are digitals with second, minute, hour, day and month functions. China 
started producing analogue and digital watches with imported components in 
1979. The production capacity of digital quartz wrist watches has reached 

one million a year. China produced 34.68 million wristwatches and watches of 
different types last year. [Text] [0W232148 Beijing XINHUA in English 0735 
GMT 21 Feb 84] 


INTERNATIONAL PHOTO INDUSTRY EXHIBITION--Guangzhou, 22 Feb (XINHUA)--An ex- 
hibition of foreign photographic instruments and technology opened here today 
to the delight of 600 visitors. On display are more than 160 products includ- 
ing cameras, enlargers, flashes, lenses, batteries, video tapes and datk room 
equipment. They are from Japan, the United States, Britain, France, Switzer- 
land and Hong Kong. The show, sponsored by the Well Trading Corporation of 
Hong Kong in association with the Guangdong Provincial Exhibition Service 
Company, will remain open until 26 February. [Text] [0W222321 Beijing 
XINHUA in English 1455 GMT 22 Feb 84] 
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DOMESTIC TRADE 


APPROACH TO RESTRUCTURING OF PRICING SYSTEM PROPOSED 


Beijing JIAGE LILUN YU SHIJIAN [THEORY AND PRACTICE OF PRICING] in Chinese 
No 3, 20 May 83 pp 8-13 


[Article by Wang Xiangchun [3076 4382 2504]: "Restructuring of the Pricing 
System Must Promote Improved Economic Results'’] 


[Text] The key to quadrupling the gross agricultural and industrial output 
value in the 20 years between the end of 1981 and the end of the century is 
the continual improvement of economic results. All of our economic activities 
should focus on improving economic results, and pricing work is no exception. 
But as a result of long-standing historical causes, there are widespread im- 
balances in commodity prices. Many commodity prices have long been much 
higher or lower than the actual value of the commodities, which has resulted 
in a mismatch between output and needs, declining quality, decreasing con- 
sumption and other unfavorable consequences which hinder the improvement of 
economic results. Consequently, a restructuring of the pricing system is 
necessary. The key problem involved in such a restructuring is how to make 
better use of price levers to promote the improvement of economic results 

and the achievement of the grand strategic objective of quadrupling gross 
agricultural and industrial output value. 


Restructuring of the Pricing System Will Promote a Balance Between Production 
and Needs and Will Make Products Marketable, Thus Improving Economic Perfor- 
mance 


When we speak of economic benefits, we mean production of an increased number 
of products which meet social needs, using the minimum amount of live and 
embodied labor. There are two points to make here: minimizing labor con- 
sumption and creating more social wealth. The key to the latter objective 

is that products must meet social needs. Otherwise, the well-known problem 
of unmarketable goods that cannot be sold and that accumulate in warehouses 
arises, so that far from yielding benefits, they cause economic loss, and the 
greater the output, the larger the economic loss. 


For a considerable time, our planning and production activities have failed to 
take account of whether products meet social needs; production has been pur- 
sued for its own sake, with an exclusive emphasis on output value. The re- 
sults have been, first, that some products have been in short supply and unable 
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to meet rational producer and consumer needs, and, second, some products have 
been greatly oversupplied, producing an abnormal situation in which “industrial 
reports are gratifying, commercial reports are gloomy, warehouses are over- 
stocked and government revenues are nil.'' Any proportion of coordination of 
the national economy will be absent and our national economic construction will 
suffer serious losses. 


In order to solve the problem of products which do not meet social needs and 
are not marketable, we must take a comprehensive approach involving many 
measures. The primary requirement is that of making the plan primary and 
market regulation secondary in order to restructure the plan management sys- 
tem and the pricing management system. Plan management should take three 
forms: (1) directive plans for products affecting the national economy and 
the people's livelihood; (2) guidance plans for many products, giving 
enterprises various degrees of adaptability; and (3) permission for enter- 
prises to arrange their own production of a variety of minor products not 
subject to state plan management in a flexible manner, thus responding to 
changes in market supply and demand. Price management also has three forms: 
(1) the prices of the main products are centrally set by the state; (2) prices 
of many products are set by the enterprises within state guidelines, floating 
prices are established for certain manufactured goods and negotiated procure- 
ment and sale prices are instituted for certain agricultural products, while 
the prices of small, daily-use manufactured goods are set by negotiation 
between the industrial and commercial departments; and (3) free pricing of 
goods in urban and rural fairs is allowed. This restructuring of the plan 
management and price management system will have a major effect in balancing 
the output of and need for noncritical products, making them salable and 
promoting the improvement of economic results. 


In order to bring the production of major products which affect the national 
economy and the people's livelihood into agreement with economic needs and to 
make them salable so that ecunomic performance will be improved, we must 
strengthen planning and pricing activity simultaneously. First, the key to 
setting up production plans that take account of the social needs for products 
is a constant study of changes in market requirements, effective forecasting 
of social needs and an energetic effort to make plans agree with objective 
circumstances. Second, we must establish rational prices for all products so 
that they promote plan implementation. Experience in building the national 
economy demonstrates that prices do regulate production under socialism. Why 
have certain oversupplied products long been produced in excess of plan targets 
and why has it even been impossible to limit their production under the state 
plan? The main reason is that their prices are high and they yield high pro- 
fits. Why have plan assignments for many items in short supply gone unful- 
filied, and why have even orders from the state to increase their production 
generally been ineffective? The main reason is that their prices are too low 
and may even make the producers lose money. We should conscientiously remember 
these experiences. We must effectively cut the production of oversupplied 
items and increase the production of undersupplied items so as to balance out- 
put with needs. We must work on both aspects simultaneously: while carrying 
out the state plan regulation, we must also make prices exert a certain regu- 
lative effect on output and requirements. 
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But how can we set rational prices fcr all products so that they promote a 
balance between output and needs and foster improved economic results? Many 
views have been advanced on this question; here we will advocate only one 
major view, that the setting of plan prices must be in accordance with the 
law of price. 


The law of price and the law of value are two different things. The law of 
value explains how the values of products are determined, while the law of 
price explains how the prices of products are determined. The value of a 
product is determined, of course, by the amount of socially necessary labor 
that goes into its production. But there is not complete unanimity on how 
product prices are determined. One rather widely held view is that three 
major factors determined price: (1) the value of the product itself (or some 
converted form of value) is the basis of price, and price is the monetary ex- 
pression of value, so that the price of a product must be in general agreement 
with its value; (2) the expression of value in monetary terms, which is largely 
determined by the number of the products and the amount of money in circula- 
tion, so that if the issuance of currency exceeds the amount needed for the 
products in circulation, the currency will become devalued and the prices of 
all commodities will rise; and (3) the effect of supply-demand relationships, 
namely that prices will rise above value if a product is scarce and will fall 
below value if it is oversupplied. 


In the author's view there are, strictly speaking, only two objective factors 
which determine price, namely the value of the product itself and supply-de- 
mand relationships; currency value; and the number of products and amount of 
money in circulation which determine monetary value are included within 
product supply-demand relationships (if currency issue exceeds monetary 
needs, currency becomes devalued, resulting in an insufficient supply of 
goods and causing prices to rise), so that it should not be treated as a 
separate factor. 


What must be borne in mind here is that value and the supply-demand situation, 
the two objective factors which determine the price, are related. The supply- 
demand situation of a product has a definite effect on its value. 


When Karl Marx analyzed labor and value in "Das Capital," he devoted particu- 
lar attention to the different types of balance and imbalance of supply and 
demand. He made the following points: (1) When supply and demand are in 
balance, the socially necessary labor time which determines product value will 
be determined by the average individual labor expenditure under goods, inter- 
mediate and poor production conditions. (2) When supply and demand are moder- 
ating out of balance, if demand exceeds supply, the products produced under 
poor conditions will also be needed by society, and poor-quality production 
conditions will have a regulating effect on socially necessary labor time, or 
in other words the social value of products will experience a relative in- 
crease (above the average value mentioned above) and will be close to the 
individual values of products produced under poor production conditions. When 
supply exceeds demand, some products will not be needed by society, and good 
production conditions will have a regulating effect on socially necessary 
labor time, so that the social value of products will decrease somewhat (below 








the average value mentioned above) and will be close to the individual values 
of products produced under good conditions. (3) When supply and demand are 
extremely out of balance, if demand greatly exceeds supply, the social value 
of commodities will no longer be determined by the average labor expenditure 
required under the various types of production conditions but will be deter- 
mined by the individual labor expenditurés on commodities produced under poor 
production conditions. When supply greatly exceeds demand, the opposite situ- 
ation will apply, and the social value of commodities will be determined by 
the individual labor expenditures under good production conditions. 


This incisive analysis shows that commodity value is influenced to some extent 
by product supply and demand, and Only when supply and demand are in balance 
is value determined by the average labor consumption under various production 
conditions. When supply and demand are out of balance, product value will be 
close to or determined by individual labor consumption under good or poor 
production conditions. This does not, of course, mean that supply and demand 
determine value; it means that they constitute a factor which may raise or 
lower value. ; 

In order to make plan-specified prices satisfy the requirements of the law of 
price, price setting must take account of two main points. First, the basis 
must be value (or a converted form of value), and, second, supply and demand 
must be taken into account. The basic subject of price setting is a major 
one, which is beyond the scope of this article. Here we will discuss only 
the problem of taking supply and demand into account in price setting. Econ- 
omists disagree on the subject. One view is that the effect of market supply 
and demand on price formation should be emphasized and the limitations of the 
effect of supply and demand on planned prices should be minimized; the plan- 
specified prices should be readjusted in accordance with changes in supply 
anc demand in order to allow prices to regulate production and circulation. 
Another view is that in order to stabilize market prices and the people's 
livelihood, the effect of supply and demand on plan-specified prices should 
be minimized, ot in other words plan prices should not be allowed to fluctu- 
ate in response to supply and demand changes, that provided that they are 
generally in accord with value, production and circulation will not be hinder- 
ed. 


The view which I favor is that in a socialist economy, plan-specified prices 
should not be readjusted in response to temporary and local supply and demand 
changes but that relatively long-term, broad-scale supply and demand changes 
may be taken into account. In general, prices for products which have long 
been generally unavailable should be set somewhat higher (above value) to 
promote production and limit consumption, while prices for commodities which 
have long been overstocked everywhere should be set somewhat lower (below 
value) to limit production and promote consumption. This will help move supply 
and demand toward a balance. 


This view may seem a truism, but it is not. Although supply and demand have 
long been out of balance for many products, timely regulation of prices has 
been impossible. Some products have given such low profits, if not actually 
producing losses, that they become unavailable as enterprises cut back or 
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suspended their production; some products vielded very high profits, so that 
even though they were overstocked, enterprises continued to expand their pro- 
duction. As a result, items in short supply became scarcer and scarcer, while 
oversupplied items were turned out in increasing quantities. Price ceased to 
be a lever and could not exercise its proper regulative effect, producing the 
opposite effect instead. This inevitably worsened economic results or even 
created serious economic losses. The production of oversupplied, overstocked 
products not only wasted energy, materials, transport capabilities and labor 
but also produced only an illusory increase in government revenues, while 
actually producing hidden deficits. Items in short supply were continually 
out of stock, making it impossible to satisfy producers’ or consumers’ needs, 
which hindered either development of production or improvement of the people's 
conditions of life, so that the economic losses were even more incalculable. 


It should be pointed out that when setting prices in the plan, in addition to 
taking value as the basic factor and making allowances for supply and demand, 
we also are required to take account of state policy. According to state 
policy, even if certain products, e.g., basic consumer goods such as grains 

and oils, have long been undersupplied on a national scale, in order to guar- 
antee the people's basic needs we should refrain from raising their prices 
without serious consideration. Instead, we should use such methods as planned 
procurement, planned supply and price subsidies to solve the undersupply prob- 
lem. However, we must also be aware that if the procurement and sale prices 
for grains and oils are in an inverted relationship [i.e., the latter exceed 
the former], the result will be even more irrational price ratios and price 
differentials, and it will become impossible to evaluate enterprises’ economic 
results, which will not promote the improvement of enterprise management. In 
addition, price subsidies impose a heavy burden on government financial 

organs and limit the production and circulation of the subsidized products. 

To summarize, they involve considerable problems in terms of economic results. 
Therefore, it would appear that the problem of an inverted relationship between 
procurement and safe prices for grain and oils should not be allowed to continue 
for long and that we should choose an auspicious time to solve the problem in 
combination with a general increase in wages. 


Restructuring of the Pricing System Should Promote Improvement of Product Qual- 
ity and Thus of Economic Results 


Product quality has a major effect on economic results. If it is improved, so 
that products are more durable and usable and have greater utility value, this 
is equivalent to producing more material goods with the same labor expenditure, 
which is the greatest type of conservation and obviously will greatly increase 
economic results. If product quality falls and seconds or even rejects are 
producted, this wastes energy, materials and labor; products which meet 
standards are not turned out, which is the greatest form of waste; and economic 
results will be negative. 


To improve product quality, when setting prices we must adhere faithfully to 
the principle of pricing in terms of quality, setting not only premium prices 
for premium goods but also low prices for low-quality goods, and penalty prices 
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for inferior and outdated products, so that superior-quality goods will re- 
ceive the proper price incentives and inferior-quality goods will be properly 
penalized in terms of price. 


There is a theoretical problem related to pricing in terms of quality which we 
must discuss, namely the objective basis of such pricing; clarifying this 
problem is of real importance for effective pricing in terms of quality and 
for an improvement of economic results. 


There have long been two different views or schools on this problem: the 
utility value school and the value school. 


The utility value school holds that the objective basis for pricing in terms 
of quality is utility value, i.e., quality itself. 


The value school holds that the objective basis for pricing in terms of qual- 
ity is not utility value, but value, and that pricing in terms of quality means 
pricing in terms of value. This first principle is that there are two main 
reasons that goods of a given variety differ in quality: differences in the 
materials used and differences in the fineness of the work. The former in- 
volves differences in the consumption of :2mbodied labor, and the latter dif- 
ferences in the consumption of live labor. In general, good-quality products 
require large labor expenditures, while poorer-quality products require less 
labor to produce. Therefore, differences in product quality are the same thing 
as differences in product value, and pricing in terms of quality is pricing in 
terms of value. 


The main objection which the utility value school makes to this argument is 
that there is no necessary relationship between product quality and the labor 
actually expended in the production process. In real economic life, the 

labor expended on top-quality products not only does not necessarily exceed 
that expended on poor-quality products but is often less. The watches produced 
by the Shanghai Watch Factory are of better quality than any others, while the 
labor required is less and their current production cost is lower. 


The main reply to the value school of this objection is as follows: 


Based on Marx's theory of labor value, what determines the value of a product 
is not the individual working time expended by an individual enterprise but 
the amount of socially necessary working time or average necessary working 
time. In other words, product value is not set individually in terms of in- 
dividual amounts of labor time. Instead socially necessary working time is 
used to calculate social value. 


If the products produced by every enterprises were ‘average-quality products” 
(i.e. temporarily ignoring quality differences), enterprises with weil-devel- 
oped productive forces would produce more products per labor hour, so that 
their social value would be greater, while enterprises with less developed 
labor forces would produce fewer products per individual labor hour, and their 
social value would be lower. 
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Now we introduce the problem of product quality into the discussion. Suppose 
that all enterprises produced the same number of products per individual work- 
ing hour but there were differences in quality. Then the enterprises with 
highly developed productive forces would not produce more products in each 
labor hour, but their quality would be better; thus, just as social value is 
greater when more products are produced per individual working hour, the 
social value is also greater when products of better quality are produced per 
individual working hour. Similarly, each hour of individual working time 

in our enterprise with less-developed labor forces which produces lower- 
quality goals has less social value. 


To summarize, the view of the value school is that although product quality is 
not necessarily related to actual labor expenditure, it is necessarily related 
to socially necessary labor and to social values. Even if the actual labor 
required to produce superior-quality goods is equal to or less than the amount 
required to produce low-quality goods, the superior-quality goods will always 
contain more socially necessary labor than the lower-quality goods, so that 
they will have more social value and their prices will be higher than those 

of the lower-quality goods. Obviously, the objective basis of pricing accord- 
ing to quality is value. 


This argument of the value school states in theoretical terms that there is a 
specific relationship between the quality and social value of commodities, 
with superior-quality goods having greater social value and lower-quality 
goods less social value. Therefore, pricing according to quality and 

pricing according to value are the same thing and are not in contradiction. 
In other words, pricing according to quality is not a violation of the theory 
of labor value. But the value schools’ argument does not convincingly show 
that the objective basis of pricing in accordance with quality is value. The 
logic of its argument is that the prices of superior-quality goods are higher 
than those of lower-quality goods because the superior-quality goods have 
greater social value and that therefore value is the objective basis of pric- 
ing according to quality. But the problem is this: Why is the social value 
of superior-quality goods greater and that of lower-quality goods smaller? 
Surely it is because commodities are of different quality; ultimately, there- 
fore, the objective basis of pricing according to quality is quality and thus 
utility value. The argument that the objective basis of pricing according to 
quality is value rather than utility value is unconvincing. 


Abov I have presented some insights of mine on the objective basis of pric- 
ing according to quality. 


In actual pricing practice, pricing according to quality encounters several 
problems. 


The first is prices that do not agree with or are actually in opposition to 
quality. 


Leather shoes are produced in Dalian with both imported and domestic leather. 
Domestic leather is 8.9 percent cheaper than imported leather, but it is also 
of higher quality. In order to solve the problem of an insufficient supply of 
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domestically produced leather, the price of shoes made from imported leather 
was set in accordance with the principle of recovery of cost and minimal pro- 
fit, so that the price of shoes made from imported leather was about 2 yuan 
higher than that of shoes made from domestically produced leather. 


Again, based on the principle of domestic price setting of manufactured export 
goods, the factory prices of commidities supplied which give a high profit 

to industry but involve a large foreign trade loss may be decreased, but the 
quality requirements for export products are high, so these products are high 
in quality but low in price. 


A striking example is the price of plate glass. There has long been a serious 
shortage of plate glass. In recent years output has only been at about 40 
percent of urban needs, and almost none has been available for the country- 
Side. Under these conditions, umall glass plants developed rapidly. But these 
plants consume large amounts of energy (3 or 4 times as much as large plants), 
have high production costs (more than 3 times as much as large plants), achieve 
low quality (largely below-grade products) and have poor economic results. In 
order to support the small plants, their prices are set high (3 to 4 times as 
high as for the large plants). This irrational situation, in which the high- 
quality products are inexpensive and the low-quality products are expensive, 
constitutes an extreme example. 


If pricing is at odds with quality, with low prices for high-quality goods and 
high prices for low-quality goods, product quality will inevitably fall, and 
the undesirable consequence of increased consumption of live and embodied 
labor will inevitably decrease economic results and may even lead to heavy 
economic losses. Therefore, the principle of pricing according to quality 
must be strictly adhered to; if other pricing principles run counter to it, 
pricing according to quality must be used instead. 


A second problem involves supply and demand problems in relation to pricing 
according to quality. 


The supply and demand situation must be taken into account when setting price 
differentials for products of the same variety or specifications but different 
grades. 


When there is an overall balance between supply and demand, rational price dif- 
ferentials between grades must be set for superior-quality and lower-quality 
g-ods; if the differentials are too small, superior-quality goods will be over- 
sold and the limited supply will not satisfy demand; and the lower-quality 
goods will have few or no purchasers, so that they will be overstocked. If 

the grade differential is too large, the opposite situation will arise. Both 

of these situations cause a mismatch between production and requirements and 
harm economic performance. 


When there is an overall imbalance between supply and demand for a given 
product variety, suitable adjustment of this principle of “rational grade dif- 
ferentials' should be made with reference to the nature of the imbalance. 








When overall supply exceeds demand, price-cutting steps should usually be 
taken in order to find markets and decrease overstocks. This also applies to 
superior-quality govds. The Hongmei brand invisible-wale wool produced by the 
Dalian Textile Enterprise won a state silver medal for quality, and the rele- 
vant departments in the province allowed the factory price to rise by 2 per- 
cent; but because synthetic-fiber fabrics were then oversupplied, the enter- 
prise requested permission to lower its price instead. Not only did the 
prices of superior-quality goods have to be lowered at the same time as those 
of low-quality goods, but they actually had to be lowered somewhat more in 
order to decrease the grade differential. The advantage of this approach is 
that sales competition can promote the expansion of superior-quality products 
and thus help improve economic results. 


When overall supply is smaller than demand, the overall price levels of such 
products should generally be kept unchanged in order to help stabilize market 
prices, but grade differentials can be suitable increased so that superior- 

quality goods will earn higher profits, thus promoting their rapid expansion. 


A third problem involves changes in quality evaluation in connection with pric- 
ing according to quality. Quality evaluations are not permanent. Today's 
superior-quality goods may be tomorrow's poor-quality goods, and vice versa. 
Previously, when pork supplies were fixed and there was a shortage of edible 
oils, consumers competed to buy fat meat, and in order to encourage the rais- 
ing of large fattened pigs, superior-quality prices were set for high-yield 
pigs, while lean pigs were sold as second, or third-grade animals. Now that 
there is a good supply of fattened pigs, there is competition to purchase lean 
pigs, while fat meat is not selling well, and accordingly the production of 
lean pigs should be expanded as rapidly as possible; the key is to solve the 
problem of procurement prices. A suitable premium price should be established 
for lean pigs, and a lower price for fattened pigs. When the relative posi- 
tions of the superior-quality and low-quality goods change, the prices should 
be changed accordingly in order to achieve pricing according to quality in a 
manner which is responsive to changed circumstances. If we continue to operate 
in terms of previous conditions and hold on to old conceptions, continuing 

to set low prices for lean pigs and high prices for fattened pigs, increasing 
production of lean pigs may turn out to be a persistent, major and troublesome 
problem, and it will be difficult for the masses to obtain lean pork. 


The Restructuring of the Price System Must Help Decrease Labor Consumption in 
Order to Improve Economic Results 


A determined effort to decrease consumption of live and embodied labor is an 
important aspect of improving economic performance. The less labor is con- 
sumed in producing a given product which meets sorial needs, the greater the 
economic benefits will be. 


If enterprises are to decrease consumption of live and embodied labor effec- 
tively, they must conduct effective economic accounting. One essential con- 
dition for this is rational prices, i.e., prices that are in accord with 
value. If some prices are considerably higher than value and some consider- 
ably lower than value, it will be impossible to evaluate the enterprises’ 
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management results correctly, and their economic accounting will be unlikely 
to be effective. 


If product prices are higher than value, then even if an enterprise's management 
is not progressive it can still earn rather high profits. Conversely, if pro- 
duct prices are lower than value, even if an enterprise works hard to improve 
its management, it will have difficulty showing a profit and may be unable to 
avoid losing money. One major reason that most coal mining enterprises are 
now losing money is that coal prices are below value, and one reason is that 
petroleum enterprises are earning high profits is that petroleum prices are 
higher than value. In addition, if the means of production consumed by ean 
enterprise are priced below value, the enterprise will have artificially de- 
pressed production costs and will reap high profits with little effort. After 
the grain procurement price was raised, brewing, pharmaceutical and light in- 
dustrial enterprises which use grain as a starting material continued to pro- 
cure grain at the old centralized procurement price and made considerable 
amounts of money; these were empty profits created by the grain subsidies. 
Conversely, if the prices of the means of production are above value, the en- 
terprise will have artificially inflated production costs and will have a hard 
time making a profit and may even lose money. 


It should also be pointed out that if the prices of some means of production 
are excessively low, waste in their utilization may result. Currently, coal 
is even cheaper than sand: a cubic meter of sand costs more than 20 yuan, 
while a ton of coal costs only a few yuan or at most between 10 and 29 yuan. 
The excessively low price for coal has resulted in serious waste, because the 
coal burned by some units actually has a carbon content of over 50 percent. 
Obviously, if the price of some means of production is too high, the result 
will be an unwarranted depression of production. 
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DOMESTIC TRADE 


COMMERCE MUST RESIST, ELIMINATE SPIRITUAL POLLUTION 
Beijing JINGJI RIBAO in Chinese 15 Nov 83 p 3 


‘Article by Wan Dianwu /8001 0468 2976/7: "Elimination of Spiritual 
Pollution on the Commercial Front"/ 


/Text/ In his speech in the 2d Plenary Session, of the 12TH CPC Congress, 
Comrade Deng Xiaoping brought forward the issue of opoosing spiritual pollution. 
This most important speech strikes at the core of the current malaise. Opposing 
spiritual pollution is an important policy which is in accord with the develop- 
ment of history; it reflects the people's will, and stimulates the spirit of the 
whole party. Here are my views on the opposing spiritual pollution from the 
characteristics of the commercial front. 


First, opposing spiritual pollution on the commercial front has a special 
significance. Commerce is an "open" profession--everybody can go freely to 
stores, restaurants, hotels and other catering enterprises. The sales and 
service people of these businesses have frequent contact with all sorts of 
people and are directly influenced by various aspects of society, while, on 

the other hand, the thought, speech and behavior of these workers also affects 
the customers, who come from everywhere. Commercial workers, besides seeing 

and hearing works and artistic images from newspapers and journals, books, radio 
broadcasts, television and the stage, just as workers and peasants do, also 
frequently see and hear directly various kinds of facts and gossip about real 
live people. They hear with their own ears and see with their own eyes and 

live all the year round im bright and colorful places where commodities are 
exchanged, where people eat, drink and have fun. While they have earlier and 
more contact with progressive and healthy things, they are also infected earlier 
by backward and foul things. The commercial front, in the change of the general 
mood of the society, often becomes the "outpost" and "vanguard" and is praised 
by the people as "the window of spiritual civilization." The leading departments 
of our various levels of commerce should fully recognize this fact. They should 
pay special attention to the unfolding of war against spiritual pollution, should 
resist it and eliminate it. At the same time, we should bring into play our 
favorable position, take the lead in establishing new styles, and in launching 
thorough and sustained activities of "the five stresses, four beauties, and three 
ardent loves", and construct and propagate the socialist spiritual civilization 
by actual deeds. 
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Second, the focus of the commercial departments’ opposition to spititual pollu- 
tion is opposing the “money is everything ideology and opposing the pursuit of 
the rotten lifestyle of .ne bourgeoisie. The staff and workers in commerce, 
dealing with materials and money every day, seeing people buy this and that 

and eat and drink and seek pleasure after work, develop more easily a habit of 
comparing what they eat and what they wear and coveting money. In less serious 
cases, they fight for wages and bonuses, and then they proceed to take small 
things. In serious cases, they take the way of graft, embezzlement and commit- 
ting crimes. We should, by frequently using positive and negative examples 
carry out education in "being honest in performing one's official duties" and 
"living within one's means" among staff and workers, criticize the "money is 
everything" ideology so as to prevent the staff and workers’ souls from being 
poisoned by the bourgeoisie's fragrant winds and winesodden breath. The "money 
is everything" ideology as manifested in the management of some commercial 
enterprises includes: neglecting the principles, policies and plans of the 
state; disregarding the regular needs of the market and one's influence on 
society and simply doing whatever business makes money; contending with the 
state for the retention percentage of profit after enterprise tax and even 
reporting less in order to return more, etc. All these manifestations should 
be resolutely surmounted and corrected. We should adhere to the socialist 
direction of commercial enterprises. 


Third, we should educate the staff and workers to firmly believe in the superi- 
ority of socialism and the power of ideological and political work. The charac- 
teristic socialism we have constructed is based on a big country with an abun- 
dance of people and a poor foundation. Though we are not rich now, we have 
boundless prospects. On the sight of the skyscrapers and highways they have 
abroad we should not think that socialism is not as good as capitalism or that 
Marxism does not work. On performing the construction of the four socialist 
modernizations at the same time as vigorously developing commodity production 
and commodity exchange, we should also construct the spiritual civilization of 
socialism. We should not see materials and neglect the people, or recognize 
money and ignore the people. The various levels of leading comrades of commer- 
cial departments should be clear headed on this matter, frequently extol to 
their staff and workers the superiority of socialism, and strengthen ideological 
and political work with perfect assurance. Do not let colorful commodities 
disturb the ideology of staff and workers. Do not allow the strange tales and 
absurd views of "money can do anything" poison their soul either. Many commer- 
cial enterprises which have capable leading groups and have been unremitting in 
their ideological and political work ° long time have resisted the spiritual 
pollution of "judging everything by rn thereby achieving great results in 
the construction of staff and worker teams. They are the “sturdy grass" in the 
strong wind. We should know how to discover and propagate the advanced exper- 
iences of the enterprises. To correct other peop!e, one has to correct oneself 
first. The various levels of leading departments, especially the leading party 
cadres and political workers, should, by consolidating the party organization, 
be inspired with enthusiasm. After clearing the dust off themselves, they should 
lead the more than 10 million commercial staff and workers to build a front of 
steel to resist spiritual pollution and construct socialist spiritual civilization. 
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DOMESTIC TRADE 


QUICKEN SPEED OF COMMODITY CIRCULATION 
Guangzhou NANFANG RIBAO in Chinese 5 Dec 83 p 4 


[Text] A significant sign of the reasonable circulation of commodities is 

an acceleration in commodity circulation. Rapid circulation of commodities 
can satisfy the needs of the market, reduce circulation costs and increase 
economic results. The game food pruchasing and marketing department of our 
city is a state-run warehouse in the game and food business. In the last 4 
years, under the state's plan and guidance, the flexibility of warehouse 
management was brought into full play and the circulation of commodities 
quickened, as a result, it has overfulfilled the various project indicators 
every year and the business has become bigger and bigger. In 1979, total 
sales were 18.98 million yuan. In 1982, it increased sharply to 43.2 million 
yuan. Last year, each staff member and worker turned over an average of more 
than 5,000 yuan to the state. Also, this year they fulfilled the entire year's 
purchasing and marketing assignment 122 days ahead of time. 


Although the demand of the market is related to the acceleration of commodity 
circulation and to whether the subjective initiative of commercial workers is 
brought into full play has also an important bearing on it. Ever since the 
policies of opening up to foreigners and enlivening the domestic economy were 
put into practice, sales on the markets of Guangzhou City have been very brisk. 
During this period, starting out from the demand of the markets of Guangzhou 
City, we sent many purchasing and supply people, etc., inside and outside the 
province to dredge the production and marketing channets, to help supply each 
other's needs, to make good omissions and deficiencies and to open up ample 
sources of goods. As of now, we have set up regular business relationships 
with more than 200 units in the entire nation, and the variety of goods we 

deal with has increased from 10-odd kinds to more than 100 kinds. The purchaser 
and seller relationship, due to the attention paid to the interest of production 
area and the compliance with contracts during work, as well as mutual help, 
support and understanding, has become better and better. For instance. In 

the beginning of 1980, Hunan Province, etc., had a lot of pork in stock, while 
what the markets of Guangzhou City got from planned supply was pork sides which 
had more fat than lean meat, and there were not enouth edible viscera and 
spareribs, either. Seeing that, the business group leader of our department 
who was then doing purchasing in Hunan suggested that coucerned units of Hunan 
process pork sides by separating it into lean meat and spareribs and selling it 
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to us. Since meat factories there did not have experience in doing this work, 

this business group leader gave a step-by-step demonstration imparting the tech- 
niques of separating lean meat, spareribs, etc. Thus, it not only helped to open 
up the pork market for the local area, but also helped the markets in Guangzhou 
City. This year, Hunan Food alone has sent us more than 1,000 tuns of high quality 
meat. 


To accelerate the circulation of commodities, attention also has to be paid to the 
expansion of retail sales so as to make it convenient for the people to buy. The 
following measures are what we have adopted for this sake in recent years: 1) adopt 
the ways of self-management and joint management, and open up six new retail stores 
in outlying industrial and mining areas and cultural areas such as Nanshitou, Shipai 
and Huangpu, etc. where there are few business networks; 2) set up direct supply 
relationship with more than 150 retail stores, meat and vegetable stores and fixed 
peddler stations and more than 200 individual households in Guangzhou City; 3) run 
a joint-management store in Shenzhen Special Economic Zone; and 4) arrange for five 
vehicles to deliver goods to the doors for some purchasing units withcut charge. 


In the past few years, we have not only handled goods boldly during the de. lopment 
of negotiated purchasing and selling, but have also rfersisted in the direction of 
socialist management. We believe this is also a question we must pay attention to 
while acclerating commodity circulation. The price of dog meat in agricultural 
trading markets once reached 2 yuan per jin last winter and this spring. Our 
department, therefore, assembled 4000,000 jinof dog meat from Jianxi Province. We 
could have sold this dog meat at a high price and it still would sell, but we did 
not do that, instead, we put it on the market at 1.32 yuan per jir As a result, 
the price of dog meat on the market came down immediately. At times, in order to 
balance prices on the market, we only sell things at prices high enough to meet 
cost. For example, in order to stabilize the price of lean meat on the market 
this spring, we put a total of nearly 2 million jin of lean meat on the market at 
a price of 1.93 yuan per jin, which was just enough to return our costs. 
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DOMESTIC TRADE 


READJUSTMENT IN BANK LOAN, DEPOSIT INTER*ST RATES DISCUSSED 
Beijing JINGJI RIBAO in Chinese 7 Dec 83 p l 


[Commentary: "Give Play To the Effect of the Economic Leverage of Interest 
Rates"’] 


[Text] On 1 January next year there will be a readjustment in the interest 
rates of agricultural loans. Since the Third Plenum of the 1lth Party Con- 
gress this is the third rise in savings deposit interest rates, and after 
the rise in interest rates on industrial and commercial loans in 1982, is an 
important measure that has been adopted in order to give play to the effect 
of the lever of interest rates, raise the level of agricultural management 
and administration and promote the economic development of the countryside. 


For a long time past, china carried out a policy of low interest rates for 
agricultural loans, and this suited the actual conditions of China's agri- 
cultural labor productivity and relatively low level of rural economic de- 
velopment. In the past few years there has been great development in the 
rural economy, and the profit margins of each rural industry have also im 
proved. Especially since the interest rates of savings deposits have risen, 
continued implementation of low-interest loans, will turn the banks' interest 
rates upside down. This has not only to a great extent weakened the effect 
of the economic leverage of interest rates, but has also given rise to the 
unreasonable situation of a few farmers that on one hand deposit their money 
into bank savings and receive high interest and on the other hand borrow 
low-interest loans from the banks and secretly earn the difference between 
the interest rates. Currently, the average monthly interest of rural savings 
deposits is 6.5 percent, but the average interest rate of agricultural loans 
is only 3.7 percent. If banks use the recruiting of rural savings deposits 
to extend agricultural credits, then for each 100 million yuan in loans, each 
month they must subsidize interest rates with 280,000 yuan. This type of 
situation of upside-down interest rates both affects the banks ability to 
strengthen economic accounting and improve management and administration, and 
will reduce the amount of taxes and interest that banks turn over to the state. 
The rate of interest on agricultural loans is low. This unfavorably controls 
the amount of credit that can be extended and is disadvantageous for the re- 
covery of agricultural loans. This thereby influences the withdrawal of cur- 
rency from circulation. After readjusting the interest rates of agricultural 
loans, we can spur cooperative brigades and individual commune members even 
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more to rely on their own accumulation, development and production, to util- 
ize loans more rationally, accelerate the turnover of loan funds and improve 
economic results. 


After readjusting the interest rates of agricultural loans, will we exces- 
sively increase the peasant's burden of interest payments? According to esti- 
mates of the relevant departments, after readjusting the interest rates of 
agricultural loans, the average interest rate for agricultural loans nation- 
ally would rise to 8.9 percent compared with before the readjustment. Inter- 
est payments for production brigades and commune member loans for one year 
would increase an average of 120 million yuan for the entire nation, and 
according to the calculations of the nation's 120 million farmers who borrow 
from banks, each farmer need only increase interest payments by one yuan. 
Thus, we will not be excessively increasing the burden of peasants because 

of this readjustment of the interest payments of agricultural loans. 


The readjustment of the interest rates of agricultural loans will have wide 
effects, is an important policy issue; each region must make good preparations, 
engage in propaganda work, and guarantee the smooth carrying out of work in the 
readjustment of interest rates. 
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DOMESTIC TRADE 


INSURANCES SERVICES DEVELOP STEADILY 
Kunming YUNNAN WUZI SHICHANG in Chinese 16 Dec 83 p 1 


[Article by Liu Bichun: "Yunnan's Insurance Services Develop Steadily: We 
Avoid Disaster and Losses and Improve Social Well-Being'’] 


[Text] Since Yunnan Province's domestic insurance business was revived in 
1980, it has steadily developed. Up to the present, it has already estab- 
lished more than 200 insurance organizations at all levels and all types of 
representative networks, and has issued more than 5 billion yuan worth of 
insurance. 


In order to suit the needs of society for all types of insurance, the variety 
of things insured has already increased from three types in 1980 to 20 types 

at present. The direction of insurance service has started to gradually go 
from the city to the countryside, and from the residents of units to urban and 
rural dwellers. All types of insurance business that used urban and rural 
dwellers as the service target increased 7.7-fold in the first ten months of 
this year compared with the same period last year. At the end of last year 

and beginning of this year we continued to experiment with health insurance 

for pigs and farm cattle, and one peasant happily said: "We have added another 
layer of assurance on the road to well-being." 


This year, insurance work, on the premise of strengthening service, adopted all 
types of improvement work. Even though insurance premiums are a type of "de- 
duction,’ the People's Insurance Company must as much as possible reduce the 
reasonable burden of en.erprises and individuals, and enable enterprises and 
individuals to pay the least amount of insurance and receive the maximum in- 
surance coverage. After commonly reducing the premium rate of the insurance 

of enterprises in 1981, this year we also greatly reduced the insurance rates 
on all types of motor vehicles. The coverage of family home property insurance 
has been expanded and procedures have been simplified. We have established 
special provisions for enterprise financial insurance, and have implemented 
floating rates for a number of enterprises. We have continued to implement 
economic policies using economic methods to handle the insurance. 


The effect of the economic compensation of insurance has been further brought 
into play. In the first ten months of this year, in the entire province, 1,780 
cases have been settled and compensations paid and through the economic 


5] 








indemnity of insurance, we guaranteed the continued management and production 

of enterprises hit by disaster, security to homes struck by catastrophe and 
stability in income and expenditures. Insurance companies have also taken the 
initiative to coordinate all relevant departments of society to enthusiastically 
launch work in preventing disasters and losses, have aided enterprises to check 
for hidden dangers, to raise suggestions for repair and change, and as much as 
possible to reduce losses in social well-being. 
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DOMESTIC TRADE 


ILLICIT PURCHASING DECRIED AS HARMFUL TO BUSINESSES 
Guangzhou NANFANG RIBAO in Chinese 27 Dec 83 p l 


{[Article: "“‘Illicit' Purchases Are Harmful: Reading Notes on Enterprises That 
Make Up Deficits and Increase Surplusses"'] 


[Text] There are numerous reasons for losses in commercial enterprises. Some 
are created by enterprises being greatly overstocked. Why has this large amount 
of overstocking appeared? Besides our not engaging in market forecasts and 
commodities not being marketable, there is also an important reason, namely, 
"A{llicit"” [literally "greased''] purchases. This so-called “illicit” purchases 
means a few purchasing agents taking bribes and purchasing a large amount of 
goods that are unmarketable, or even damaged or “gone bad." This causes enter- 
prises to bear a burden and sustain great economic losses. 


Based on our understanding, instances of this type are not infrequent. For 
example, in a certain grass roots supply and marketing cooperative in Heyuan 
County, a purchasing agent once bought cigarettes from Henan Province, received 
a corresponding “commission” in excess of 300 yuan, and returned with 200 
cartons of second-rate "long Feng" brand cigarettes. The result was a large 
Overstocking, and prices had to be slashed. Just because of this, the cooper- 
ative lost nearly 20,000 yuan. As another example, a business team of a company 
in Jiexi County once went to Hubei Province, and after they received a 5,700 
yuan bribe from two dealers from Pu Qi County, they purchased more than 8,000 
dan of second-rate but expensive tea leaves which all together cost 1.5 mil- 
lion yuan. Even after two years of repeated price reductions, nevertheless at 
the end of September there was 6,500 dan of tea still in stock, worth nearly 
1.1 million yuan. Because the tea cannot be sold, in the first nine months of 
this year the interest paid to the bank alone exceeded 50,000 yuan, an amount 
constituting one-half of the company's losses. 


What particularly should be pointed out is that, presently, the phenomenon of 
"illicit" purchases in a few grass roots enterprises not only has not been 
stopped, but is spreading. Currently, in a few units it is not only the pur- 
chasing agents but managers, chairmen, service personnel, pricers, statisti- 
cians and others are individually going out and "purchasing." They improper- 
ly acquire "gain" for themselves, but bring “disaster" upon the enterprises, 
often resulting in losses. 
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Thus, preventing "illicit" purchases and checking this unhealthy tendency in 
the realm of circulation is a problem that enterprises must solve to turn 
around losses and improve economic results. First, we must strengthen the 
ideological education and management for our teams of purchasing agents, 
integrate the actual struggle of attacking criminal activity in the economic 
field with education of purchasing agents to consciously resist the corrosive 
influence of bourgeois ideology and overcome the ideology of “looking towards 
money.’ We must stermly deal with those who feather their nests at the pub- 
lic's expense, take and demand bribes and cause losses to enterprises. 
Especially serious cases must be piven economic sanctions, and the case fol- 
lowed until the criminal responsibility is fixed. Second, we must strengthen 
the enterprises’ management and administration, maintain the “five-types of 
people’ (businessmen, accountants, store managers, sales clerks and sales 
agents) accounting and auditing system for the purchase of commodities, and 
achieve “planning first, then purchasing" and “examination and approval first, 
then stocking." At the same time, we must prevent a large number of [unau- 
throized] people from making indiscriminate purchases so as to economize on 
expenses and prevent blind purchasing and avoid the overstocking of goocs. 

In short, all commercial enterprises must solve the commercial purchasing 
problem, insuring that the purchase of commodities is brisk but not indis- 
criminate, plentiful but not too much, and have an unimpeded flow, thereby 
preserving market supply and even better serving the production and livelihood 
of the veople. 
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DOMESTIC TRADE 


EFFECTIVE UTILIZATION OF RENEWAL FUNDS URGED 
Shenyang SHICHANG ZHOUBAO in Chinese 29 Dec 83 p l 


[Article by Xiao Guang [2556 0342]: ‘The Provincial Government Has Resolved 
to Adopt Five Compulsary Measures for the Effective Utilization of Renewal 
Funds" } 


[Text] We have learned the following from the provincial Work Conference on 
Technical Advances that is currently taking place. In order to effectively 
manage and utilize renewal funds and improve results in transforming invest- 
ments, the provincial government has decided that the few circumstances men- 
tioned below that have been discovered must strictly be investigated and 
dealth with. (1) We must immediately halt the blind building and expanding 
in the name of technological transformations of the processing capability of 
products in great supply, and resolutely "discontinue" this. (2) We must 
stop funding "fishing projects" where ali sorts of measures are taken to con- 
ceal the total amount of investment and year after year the scale of invest- 
ment is increased. (3) We must not grant approval for “duplicate the antique’ 
transformation projects and backward construction which the state has clearly 
determined must be eliminated. (4) Projects with total investments above 1 
million yuan without a feasibility study, without planned tasks and not de- 
signed to quadruple output value must not be permitted to be entered into the 
annual implementation plan. (5) Funds must be withdrawn from projects that, 
after being approved, tie up renovation funds for long periods without commenc- 
ing construction. We require financial and bank departments in all areas to 
strengthen work in supervision and inspection. Those who, due to the numerous 
aforementioned circumstances and reasons, create serious economic losses and 
waste for the state, with consideration of the nature of the problem and the 
various circumstances, will be subject to the necessary administrative action, 
up to dismissal from leadership posts. 
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DOMESTIC TRADE 


PRC EARNS MORE FROM ADVERTISEMENTS IN 1983 
OW221209 Beijing XINHUA in English 0821 GMT 22 Feb 84 


[Text] Beijing, 22 February (XINHUA)--China earned more than 240 million yuan 
(about $120 million U.S.) from advertising last year, 25 percent more than in 
1982, according to Wang Zhongming, director of the advertisement department of 
the state administration for industry and commerce. 


Wang told XINHUA that a growing number of businesses were aware of the 
importance of advertising, and were using the media to publicize their goods 
or services. Specialized households in rural areas have been using county and 
district broadcasting networks to market their products with very good results, 
he added. 


Wang said there were more than 2,300 authorized advertising units throughout 
China by the end of 1983, including 165 advertising ayencies, 2/0 newspapers, 
95 radio stations, 338 wire-broadcasting stations, 41 television stations and 
540 magazines. Of those, 192 units carried advertisements for foreign busi- 
nesses, earning a reported 18.95 million yuan. 


Advertising appeared very early in China, developing into a sizable business 
in the period after liberation. During the cultural revolution of 1966-1976, 
it was denounced as a means of capitalist propaganda and faded from the scene, 
only reviving in 1979. 


Wang Zhongming said the State Council promulgated the advertising control 
regulations in February 1982, prohibiting fraudulent advertisements of any 
form calculated to hoodwink or cheat the end users and consumers and banning 
advertisements with reactionary, obscene, disgusting superstitious and 
libelous contents. Stricter control has been imposed on advertisements for 
medicines and foodstuffs, he said. 


Wang Zhomgmung said, “as commodity production is growing rapidly in China, 
advertising is sure to receive a bigger boost in the near future." 
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DOMESTIC TRADE 


URBAN BEIJING RESIDENTS BUY MORE CONSUMER GOODS 
OW221053 Beijing XINHUA in English 0707 GMT 22 Feb 84 


[Text] Beijing, 22 February (XINHUA)--Ninety percent of Beijing's 1.25 
million urban families have television sets and 80 percent have sofas, 
according to the Municipal Statistical Bureau. The figures were based on 
a recent sample survey of 1,200 families. 


According to the bureau, Beijing residents have increased their spending on 
durable consumer goods in recent years. In 1983, each family spent an aver- 
age of 132 yuan on wrist watches, refrigerators and other household appliances 
and furniture, showing a 7.6 percent increase over 1982, and 64 yuan on TV 
sets, radio recorders, books, newspapers, magazines and other items for 
recreational and educational purposes, up 33.5 percent. 


The bureau said that at the end of 1983, every 100 families in Beijing 
had 175.8 bicycles, 283.9 watches and 70.7 sewing machines. The figure 
for refrigerators, which have become a quick seller only in the past 2 years, 


was seven per hundred families, a 160 percent increase over 1982. 


Both refrigerators and twin-tub washing machines are in short supply; and, 
according to the Ministry of Light Industry, China plans to produce 400,000 
refrigerators in 1984, more than double 1983's output of 190,000. 


The bureau said the average annual per capita income for Beijing's urban 
residents reached 590.5 yuan in 1983, up 7.1 percent from 1982. The 
additional income came from wage increases and bonuses, the bureau said. 
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FOREIGN TRADE 


TECHNOLOGICAL TRANSFORMATIONS IN TRADE MINISTRY INDUSTRIES URGED 
Beijing GUOJI MAOYI [INTERNATIONAL TRADE] in Chinese No 6, 27 Jun 83 pp 3-6 


[Article by Wang Pinging 3769 0756 3237] assistant head of the Ministry of 
Foreign Economic Relations and Trade: "Competently Engage in Technological 
Transformation of Production and Processing Enterprises under the Ministry 
of Foreign Economic Relations and Trade and its Affiliated Organizations") 


[Text] Launching work in foreign economic relations and trade is an essential 
component for quadrupling industrial and agricultural production by the end 
of this century. In 1982, China's foreign trade, under the circumstances of 
an unprosperous international market, skyrocketing commodity prices and a 
decrease in total world trade, continued to increase its exports and main- 
tained its basic 1981 level of imports. Although we fairly competently 
completed our import and export tasks, the actual increase in the total 
amount of exports over these past 2 years has not been great. According to 
this type of speed, by the end of the century the amount of exports will have 
reached $80 billion. This is a fairly arduous task, and we must make pain- 
staking efforts. 


In expanding exports, the supply af goods is the basis, and production is the 
root. Our production and processing enterprises under the Ministry of Foreign 
Economic Relations and Trade and its affiliated organizations are self-run 
special factories or bases for directly providing a supply of export goods 

and expanding service. We strongly advocate that in running special export 
factories and bases we must first competently run subordinate enterprises as 
special factories and bases. In the past, each area's economic and trade 
departments and relevant specialized companies did little work in the tech- 
nological transformation of production and processing enterprises. They 
achieved certain accomplishments and received set economic results. In the 
past, however, we did not pay much attention to this problem, and thus the 
technical equipment of a great many subordinate enterprises was relatively 
backward, This type of backward situation makes the quality, variety of 

color and design and packaging and decoration of a few of our products un- 
able to suit the needs of export development and makes it urgently necessary 
that we import technology. The more than 100,000 workers in production and 
processing enterprises under the Ministry of Foreign Economic Relations and 
Trade and its affiliated organization are responsible for bearing the glorious 
task of providing the state with the production and processing of export 
goods, and they have made great contributions in developing foreign economic 





relations and trade. This is the great strength of the Ministry of Foreign 
Economic Relations and Trade and its affiliated organizations. Giving full 
play to -<he effect of these enterprises ami expanding exports holds great 
potential for the future. We hope that economic and trade departments at all 
levels place the technological transformation of subordinate enterprises on 
the order of the day. By the tens of thousands they must adop. any possible 
measures and fully comprehend this work. 


I. Policies and Tasks 


Comrade Hu Yaobang in the 12th Party Congress report pointed out: "The 

key to the four modernizations is the modernization af science and technology. 
Currently, many of China's enterprises have backward production technology 
and management and administration, a large group of workers lack the necessary 
scientific and cultural knowledge and sense of service and we have a serious 
insufficient number of skilled workers and scientific and technical personnel. 
In the future, we must in a planned way promote technological transformations 
on a large scale, popularize all kinds of technological achievements that 

have already achieved good economic results and enthusiastically adopt new 
technology, new equipment, new crafts and new materials." Comrade Zhao Ziyang 
in his report on the Sixth 5-Year Plan pointed out: "Each enterprise and 

each production department must work hard for technological advances. In this 
exceedingly important problem we must integrate our understanding. When some 
comrades talk about developing production, all they consider is the building 
of new factories and the opening of new structures, and they think very little 
about technological transformation for existing enterprises will remain the 
same and will still have old equipment, old technology and old products The 
entire economy will be unable to improve results significantly and will be 
unable to narrow the gap with the world’s developed nations in the economic 
and technological aspects to the point of even widening this gap."' These 
directives of the CPC Central Committee and the State Council constitute the 
overall guiding policy of China to engage in technological transformation,» 
Under this overall guiding policy, we must integrate the actual circumstances 
of foreign economic relations and trade departments and study the specific 
technological transformation policies of each production industry regarding 
export commodities. Toward the technological transformation of existing sub- 
ordinate enterprises, we must first grasp the link of technological advances 
so as to raise the technological leveland quality of export goods, thus 
improving the economic results of enterprises. 


We must accomplish this work in accordance with the policy of overall 
consideration, all-around arrangement and comprehensive balance and by ensuring 
the key points. What I mean by technological transformation is to add on 

all kinds of new technological factors to existing production capabilities 

and to raise production levels and economic results The substance of this 
incorporates three aspects: (1) the renewal ond transfornation of fixed 
assets; (2) improvements and new ideas in products and technology and applica- 
tions for new mater.als; (3) the utilization of new equipment, technology 

and materials to suit the production of new products, the improvements in 

the level of operating technology and management and administration and the 
improvements in all kinds of auxiliary facilities and work conditions. 

Simply puc, technological transformation uses new technology to replace old 
technology and transform scientific technology into productive forces 











The goals and tasks of the technological transformation of enterprises under 
the Ministry of Foreign Economic Relations and Trade, under the directives of 
the relevant technological plans and policies of the CPC Central Committee, 
by tens of thousands must utilize all forceful measures and step by step in 
a planned way and with emphasis carry out the technological transformation of 
existing enterprises, cause production technology and product quality of key 
subordinate enterprises to improve and gradually attain an internationally 
advanced level. In enterprise management, we should attain advanced levels 
domestically and by the end of the century work hard to bring about great 
improvements in the annual output of export products that subordinate enter- 
prises produce. Mainly, we must, through technological transformation, rely 
on improving the quality of commodities, increasing the variety of new 
colors and designs and expanding exports, increase foreign exchange revenue, 
improve labor productivity, reduce production costs and improve the economic 
results of enterprises. 


In order to enable the smooth carrying out of work in technological trans- 
formation, we must pay attention to three problems, First, when carrying out 
technological transformation, we must set out from the specific circumstances 
of each region, industry and enterprise itself and obtain a foothold on the 
basis of self-reliance, give full play to and rely on our own technological 
strengths and rely on the wisdom of the broad masses of the workers. The 
goals of technological transformation must ultimately be manifest in compre- 
hensively improving economic results. Not only must we consider the economic 
results of each enterprise and business, but more importantly we should proceed 
from the economic results of the entire country and calculate macro- 

economic results. Second, regarding the starting point of technological 
transformation, we must not at any time la@e contact with the reality of 
foreign economic relations and trade. We must calculate technological 
transformation based on export needs and definitely must be closely coordinated 
with the plan of special companies that export goods. We must make extremely 
clear that the direct goal of our technological transformation is to taise 

the quality of export goods and to increase the variety of colors and designs, 
and we must noy deviate from this course. Our production and processing 
enterprises are geared for the internacional market, and thus our technical 
standards must emulate the internationally advanced technical standards. They 
can then improve the competitive capability of commodities on the international 
market, break into the international market and achieve economic results. 

We must both consider our current actual circumstances and have a long-term 
program and goals. Third, the utilization and arrangement of funds must 


guarantee key points, We must use resources where they are needed most and 
use our limited funds to expand exports, increase foreign exchange revenue 
and improve economtc results. We must not deviate from fundamental tasks 


and blindly expand basic construction 


[I. Key Points and Methods 


According to incomplete statistics, there are a total of more than 660 pro- 
duction and processing enterprises under the Miniscry ot Foreign Economic 
Relations and Trade and its affiliated organizations he key to engaging 
in the technological transformation of enterprises is to comprehend the Link 
of technological advances, not to engage in new construction and as Little 


as possible to engage in do-it-yourself construction We should not place 
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emphasis upon “extensive” expansion but must depend on improving "intensive" 
expansion. A few enterprises have production tasks that have been long in- 
sufficient, have products of inferior quality and have operated at a loss for 
years on end. Concerning this type of enterprise, those that ought to be 
readjusted should be readjusted, and those that ought to be closed, suspended, 
merged or retooled should resolutely be closed, suspended, merged or retooled. 
When it has been determined to carry out technological transformation, we 
must earnestly perform a thorough inspection and competently manage economic 
accounts. Finally, we must see if it is feasible, compose a feasibility 
report and then start the project. We should not be careless or blindly 
Start the project. The start of technological transformation is the start 

of management and administration, Management and administration are sciences. 
The enterprises’ leadership should definitely grasp management and admin- 
istration. If we integrate the carrying out of technological transformation 
and management and administration, we can then enable technological trans- 
formation to receive actual results. 


A. According to the circumstances of enterprises under our economic organiza- 
tions, the key to technological transformation essentially centers on the 
following few points: 


1. Taking the improvement of production and processing technology as the 
point of departure, we must gradually increase the proportion of manufactured 
end products. Currently, 75 percent of China‘s export furs are semi-finished 
products. The so-called semi-finished products are basically raw materials. 
Our foreign exchange revenne will greatly increase when we gradually increase 
the export of manufactured goods. 


2. Taking the improvement of production technology as the point of departure, 
we must improve commodity quality and change from exporting low-grade goods 
to exporting medium- ard high-grade goods, Currently, we only export 10,000 
tons of quick-frozen vegetables each year, yet the foreign sales to Japan 
and Germany alone exceed 300,000 tons per annum, The market potential is 
great. We are mainly unable to export quick-frozen vegetables because of our 
backward processing technology. There is a $5 billiom tirade in fur coats 

in the world, and our exports in our best year of 1980 amounted to $190 
million, constituting only 4 percent of the total world trade, China has 
abundant natural resources and over 100 types of products. Historically, 
China has a definite production base, and we must grasp this key point. We 
must make a specific study and analysis of the technology handed down by our 
forebearers We must not underestimate our capabilities and should not be 
complacent and conservative. We must learn from those nations that have sur- 
passed us technologically in order to offset our weaknesses, import advanced 
technology and do a good job in the production of these goods 


3 Taking the import of a superior variety of goods from abroad as a 
Starting poiat, we must reproduce and spread and improve the grade of our 
export goods Included among our subordinate enterprises are improved 
varieties of feed lots We must help these enterprises in arranging techno- 
logical transformation to solve the problems of raising animals and reproduc- 


tive technology and enable them to serve exports better. An average pig 








that we supply to Hong Kong or Macao sells for $80-90, and a top-grade pig 
sells for $110-120 If we fundamentally ix [ 
volume does not increase, in 1 year we could receive $50 milli extra ir 


4. We must enthusiastically develop and produce new export goods and must 
truly run subordinate enterprises as the mainstay of expanded exports Our 
subordinate production and processing enterprises mus’. enthusiastically bring 


s 
fort ew ideas and adopt new equipment, technology and materials to produce 
ew export commodities. 


The processing f export commodities has all along been a weak Link. In the 
ast few ars, packaging companies have done a great deal of work, and the 
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packaging, so as to suit the needs of packaging in the transport, loading, 


Storage, sales and vast-« f export commodities. The ke« to packaging improve- 
ments is to rely on advances in science and technology and to use new equip- 
ment, technology and materials for existing packaging production enterprises 
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2. We must strengthen leadership and rely on localities. Localities must 
Strengthen leadership for definite projects: they must proceed from needs 

and suit measures to local conditions. Corporations must render the necessary 
leadership in the production and layout of key projects and in commodities 
planning so that they can achieve close coordination from top to bottom and 
vertically and horizentally and together do a good job in this work. 


3. We must use the improvements of an enterprise's economic results as a 
premise, use technological advances as a key and carry out technological 
transformation for enterprises. Inherent in this is a problem of technological 
standards that must be studied. What we mean by standards are internationally 
advanced standards. We definitely must measure our export goods by inter- 
nationally advanced technical standards to reach a level. That is also to 

Say that after technological transformation, the products we produce will be 
competitive on the international market and possess an advanced international 
level. 


4. We must ensure key points and choose superior projects. We must value 

and give full play to the effect of old enterprises. Some old enterprises 
have a relatively staunch leading group, a rather high level of management, 
good technological conditions and a good base. Orly when we give them support 
can we than see results very quickly through technological transformation 
Toward key projects we should, first, not leave gaps and, second, assume 
responsibility for contracts. 


In preparations for projects, we must make a feasibility study. We must 

seek technical and economic proof through scientific and technical depart- 
ments and raise appraisals and suggestions. We must not eagerly take up 
those projects that have objective demands but require lots of money to the 
point that we cannot find the real intention for the fu ds and for which the 
conditio's for technological coordination are complex and the amount of 

work is fairly large, but we must first bring ripe conditions into line 

with the plan. When examining a project, we must not merely talk about the 
project itself but definitely must first look at the situation of the leading 
group and work teams, see if the level of management and administration is 
high and particularly if the leading group has a strong party spirit and good 
habits, understands managemexit and is capable of administration and also has 
a few enlightened people who understand the domestic and international situa- 
tion of technological development. Currently, we musc not readily arrange 
enterprises which have not been consolidated and that have a fairly large 
number of problems in management and administration but must wait until after 
consolidation and then arrange technological transformation. Technological 
transformation must entail coordination to improve the technological level 

of workers, the management level of enterprises and advances in economic 
accounting. Enterprises undertaking technological transformation pay attention 
to the labor conditions of workers and be concerned with the workers' Liveli- 


ood. In arranging technological transformation projects, small changes must 
not be ignored, The nature of the work of some of our enterprises is in 
choosing and arranging commodities. Foreign countries do not necessarily 
have ready-made, advanced technical and production equipment. We must depend 
on the broad masses of workers, be determined to carry out reforms and blaze 


’ 


new trails. 
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>. We must compose a technological transformation plan, especially a 1983 
plan Projects that have already been listed as technological transformation 
projects must go through the procedures according to the state's relevant 


Stipulations, 


IT] Planning Technological Transformation Funds and the Problem of 
Attaching Importance to Technical Strengths 


[t is out of the question to carry out technological transformation without 
funds, We must adopt all feasible metinods to raise funds for technological 
transformation and must competently manage and use the funds. The Ministry 
of Finance has already agreed with our utilization of funds for the techno- 
logical transformation of subordinate enterprises, and the State Secretary 

as arranged for our ministry to use construction targets for enterprise 
technological transformation China's People's Construction Bank has been 
most supportive of our work in technological transformation. We need only 

be selective, utilize funds appropriately, use careful calculation and strict 
budgeting, and we can accomplish ever\,thing. 


We must further liberate our thinking and broaden our outlook a little wit! 
the funds we have saved. Based on the demands of the transformation programs 
and abilit to repay, we must fully take all loans and use them for tie 
technological transformation of subordinate enterprises. We can use the 
foreign exchange credit of the Bank of China and make use of grants and 


low-interest loans We can adopt Chinese foreign joint ventures and can 
develop compensatory trade and rent equipment or other forms of using foreign 
funds foward all of the funds that we can make use of, we must suit 


conditions and selectively and enthusiastically utilize them. 


In this regard, I must mention that a few production and processing enterprises 
under the Ministry of Forcign Economic Relations and Trade for a long time 
have ot used independ t accounting economically, and have kept financial 


accounts using special companies, They all eat from "a common pot,” and 


tiese enterprises have no autonon This kind of situation is not be. .eficial 
in terms of thi deve Lopm t of subordinate enterprises, In the future, 
any subordinate enterprises possessing the conditions must gradually carr, 


Out independent accounting. We must cause subordinate enterprises to becom 
more enterprise-lLike, 


Concerning the problem of attaching importance to technological strengths, 

we definitel must emphasize and arouse the enthusiasm of the masses and 

pay attention to giving play te the role of the intellectuals. Subordinate 
terprises must organize scientific research personnel, develop technological 

key points and use scientific research results in the mass production of 


° ° . ° . * ° . 1 . , . 
commodities. We must resolutely implement the intellectuals’ policies, 
Support their work, be concerned wit! their Livelihood, create for them the 


necessary scientific and tec!inical researc!: conditions and abide by their 
scientific research result: We must give the necessary encouragement to 
e results of their work Last vear, t Minierry of Foreign Economic 


Relations and Trade commended and rewarded 110 scientific research projects. 
[f these scientific research results can be spread, then great economic 








results can be achieved in production. We must stress giving play to the 
capability and wisdom of scientific research personnel to serve technological 
transformation. We must stress the role of intellectuals and pay attention 
to giving play to the enthusiasm of the broad masses of workers. We must 
turn the strengths of the intellectuals and workers into a burst of energy, 
and make a joint contribution to the technological transformation of enter- 
prises. 


We must earnestly carry out the resolutions of the CPC Central Committee 

and State Council concerning the strengthening of work in worker's 

education, strive to grasp the surplus cultural and technical education of 
workers and raise the level of the workers' scientific and technological 
knowledge and culture. We must advocate the joining together of intellectuals 
with workers and of scientific research with technological transformation. We 
must advocate the joining together of intellectuals with workers and of 
scientific research with technological transformation, We must do a good 

job in the enterprises; technological transformation. 


The work in the subordinate enterprises’ technological transformation 

is vast, the tasks are serious, they are pressed for time and the responsibility 
is great. Leading comrades at all levels must strengthen leadership in this 
work, arouse the enthusiasm of the broad mass of scientific research personnel 
and workers, work in full cooperation and with unity of purpose, competent], 
engage in technological transformation and complete the work of the Ministry 

of Foreign Economic Relations and Trade. 
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HONG KONG SCHOLARS APPRAISE SPECIAL ECONOMIC ZONES 


Beijing DILI XUEBAO [ACTA GEOGRAPHICA SINICA] in Chinese No 3, Sep 83 
pp 262-272 


[Article by Zhu Jianru [2612 0494 1172] and Wu Rende [0702 0088 1795], 
Department of Geography, Chinese University, Hong Kong: "An Appraisal of 
China's Special Economic Zones From the Angle of Economic Geography" ] 


[Text] Editor's Note: The development of China's 
special zones, on which Messrs Zhu Jianru and Wu 
Rende of the Hong Kong Chinese University have 
written a special article in this journal, is an 
issue of great concern to overseas Chinese. We 
invite scholars in Hong Kong and Macao to study 

this subject and offer proposals for the benefit of 
introducing foreign investment, promoting inter- 
national cooperation and making a contribution to the 
development of the special zones. We hold that this 
article is of definite value; therefore, it is printed 
according to the original style except for slight 
abridgments. 


Ever since the Chinese Government set up, one after another, four special 
economic zones--in Shenzhen, Zhuhai, Shantao and Xiamen in 1980 (see 

Figure 1)--there have been many articles on those zones appearing in 

periodicals at home and abroad. Nevertheless, with only a few exceptions, ! 
most of them have rarely compared the similarities and differences between 
China's special zones and the export-processing zones in foreign countries 
from the angle of economic geography or have analyzed the characteristics 


and the development prospects of China's four special zones. Instead, they 
; , ) ° , 
have concentrated on discussing the character,“ finances, laws and economic 


development? of special zones or on reporting the individual achievements 
and difficulties4 that have been met there. This article is on those 
rarely mentioned aspects and discusses briefly: (1) the similarities and 
differences between the special economic zones of China and the export- 
processing zones of free trade zones of other developing countries and 


(2) the development of the latent potential of China's four special economic 


zones according to their advantages and disadvantages, while meanwhile 


trying to discuss whether China's policies on the development of its special 


economic zones need to be reexamined and revised. 


Ho 








with the local government; undoubtedly, measures which allow capitalism to 


exist i special zones makes those essentially distinct from the vast area 
outside of them. But as for those cooperative enterprises run by foreign 
investors and the governments of the special zones, essentially they are 


not very different from those joint ventures using Chinese and foreign 
investment in areas outside of the special zones--all belong to the cate- 
gory of national capitalism. Chinese scholars, when discussing these kinds 
of joint ventures, are always quoting Lenin's theory of “economic combina- 
tion" to support the fact that national capitalism has a foothold in 

China.’ Some of them even point out that China's special economic zones 

are the concrete application and development of Lenin's theory on the 
implementation of economic combination with foreign capital.® Regardless 

of whether China's special economic zones are the implementation or develop- 
ment of Lenin's “economic combination" theory in China, the most important 
thing is that the theoretical foundation of China's establishment of 
special economic zones is basically different from that of other developing 
countries’ establishment of "“export-processing zones." 


Third, as mentioned above, joint ventures operated by foreign investors and 
the Chinese Government in special zones may be regarded as national capi- 
talism, but those individual investments are not suited to the logic of 
national capitalism. ? China allows the operation of individual investments 
in special zones, and the profits made there can be sent out of China, 
after duties are cleared, with no obligation to reinvest. This condition 
is similar to the treatment of individual industrialists and traders before 
the socialist transformation in the early period of the PRC, and the simi- 
larity is that both are under the administration, supervision and control 
of the state.!9 This comparison furnishes a theoretical basis for China to 
allow private foreign capital to operate in its special zones under the 
socialist system. And in this aspect, China's specific theoretical basis 
does not occur in other developing countries when thev set up their export- 
processing zones. Scholars who study the special zones of China and the 
export-processing zones of other countries have to pay attention to thes« 
differences. 


Fourth, the similarity between the special economic zones of China and thi 
export-processing zones of other areas is that products produced in thos« 
zones are mainly for export. As to whether their local sale or their sale 
in other places of the host country is completely prohibited, China's view 
is different from that of other areas where export-processing zones have 
been set up. In many other areas, products produced in the export- 
processing zones are strictly prohibited to go into the local market and 
other places of the host countries; for the purpose of stopping all o; 


, 


por= 
tunities for trickery to serve the investors' interest, even damaged o1 


substandard goods are prohibited. But there are some differences in the 
special economic zones of China in this respect. Factories operated b* 
individual foreigners are allowed in some cases to sell their products in 


China's domestic market after getting approval and paying taxes. Under the 


; ; ' 
1 } ' 


prerequisite of “introducing from outside and combining with the inland, 
the target market of some enterprises of joint investment in the special 
zones is the domestic market of China. Only part of their product ire 
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left for export. This arrangement is rarely seen in the export-processing 
zones of foreign countries.!1 As to the borderlines and limits of the 
export-processing zones, except in China they are very clear in the develop- 
ing countries in general, where favorable conditions can be enjoyed only 
within the limits of the export-processing zones but not outside of those 
limits. Even though there are also clear borderlines for China's special 
economic zones, in the neighboring areas of the special zones enterprises 
operated by foreign capital or by joint investment can also enjoy the same 
treatment in the special zones in certain aspects if they have been 
approved.12 This condition does not appear in the export-processing zones 
of other developing countries. It is obvious that such a difference makes 
China's special zones much more attractive to foreign capitalists than the 
export-processing zones of other countries. Damaged and substandard goods 
of the special zones have places in which to sell as well as great flexi- 
bility in the selection of enterprise sites. All of these conditions will 
help the rapid growth of China's special economic zones. 


In short, China's economy under the socialist system already has a definite 
foundation. The development of its special economic zones is certainly 
different from those settlements of colonial times when foreign imperialists, 
with their gunboat policies and unequal treaties, forced China to cede or to 
lend territory for them to operate on and over which China had no right to 
exercise its sovereignty. Now that special economic zones have been set up 
by the Chinese Government, the judicial and administrative powers are held 
by it, foreign investors have to act according to Chinese law and all 

illegal activities such as smuggling and tax evasion will be punished by 
Chinese law. 


Il. Geographic Conditions of China's Four Special Economic Zones 


Compared with the export-processing zones of the other developing countries, 
even though China's special economic zones have many differences in imple- 
mentation and character, they are similar in that China and the other coun- 
tries hope to absorb foreign investment, science and technology and manage- 
ment techniques. Special zones are just like laboratories where personnel 
management and industrial techniques are taught. In order to develop them 
rapidly and provide skilled personnel quickly for China's modernization,13 
places with excellent geographic conditions have to be chosen when selecting 
the sites. For convenience in observing experiences which cannot be 
neglected in modern economic development such as market competition, busi- 
ness operation and scientific and technological data, places close to cities 
with international industry and trade and close to financial centers are 
very conducive to the fulfillment of the tasks mentioned above. Second, 

the participation of foreign capital is necessary if enterprises operated 

by joint investments between China and foreign investors or by the latter 
themselves need to be built in order to use and absorb foreign advanced 
technology and management. But as the situation is now, there is fierce 
competition among the export-processing zones of different countries, and 
the socialist character of China's special economic zones is so different 
from the capitalist world that before the investors’ confidence can set upon 
some successful examples, the only foreign funds which have the greatest 
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possibility of being attracted by China's special zones are those belonging 
to overseas Chinese. This is because they iecide to invest more or less on 
the basis of provincialism and without serious consideration of profit or 
risk. Therefore, if native towns of overseas Chinese were set up a 

special economic zones, it will help to absorb foreign funds. Third, the 
principal economic objective of special economic zones is to produce 
products which are suited for sale in overseas markets. Therefore, 

(1) there must be transportation facilities related to import and export; 
(2) basic resources related to production, such as water and electricity, 
labor power and land for building up factories, must not be neglected; and 
(3) costs also have to be low, or otherwise, products will lack competitive 
power in overseas markets, and investors can easily lose money. (ff course, 
the third factor is different from the first and the second factors because 
the second stems mainly from the facts of history and cannot be changed by 
today's manpower, but the third factor can be created. The only thing to 
be considered is how much they will cost. Of course, if there are already 
transportation facilities and enough water, electricity and manpower 
resources, the development cost will be less and all this will help the 
special economic zone grow rapidly. Looking at different places in China, 
the only sites that meet the first condition are Shenzhen and its surround- 
ing area, which is close to Hong Kong, and Zhuhai and its surrounding areas, 
which are close to Macao. There are many native towns of overseas Chinese 
on the coast from the mouth of the Yangtze River down to Zhangjiang, but 
there are very few places which meet the second condition and also have 

low costs. Nevertheless, considering not only that the establishment of 
special economic zones in China is newly emerging without reference to 
previous experiences and examples but also, that special economic zones 

are being set up there, considerable funds and skilled personnel should be 
thrown in for the purpose of concentrating all resources on building up 
several special economic zones as model laboratories and then step by step 
expanding useful experiences gained in those laboratories to the places out- 
side them. To do things in this way is much better than to divert resources 
in a headlong rush into mass action by building all native towns of overseas 
Chinese along the coastal areas into special economic zones. In fact, the 
shortage of facilities and lack of skilled personnel have been felt deeply 
since the Chinese Government set up special economic zones in Shenzhen, 


tuhai, Shantao and Xiamen. Large amounts of funds have to be invested tor 


basic construction and training. In addition, the geographic conditions of 
those special economic zones are different from each other, so that the 
problems they face, their development potential and the opportunities of 
their success are different as well. In line with the three kind: 
development factors of the special economic zones mentioned above, we can 
appraise and analyze the circumstances of investments and the development 
potential of China's four special economic zones as folloy 

1. The Shenzhen Special Economic Zone 

[The most favorable condition of the henzhen special economi zone 18s it: 
proximity to Hong Kong (see Figure 2). It has been China's southern 
entrance and exit for a long time. Hong Kong has a population of 5 million. 
The annual production value per capita there i is high as HKS22 ,00! L4 


7 


i] 








(figure of 1980), and it is a huge consumer market as well. Hong Kong's 
industry already has a definite foundation, its total annual output value 
reaches HK$98 billion)? (figure of 1979). In addition, Hong Kong is one of 
the international financial centers, and funds are plentiful there. It is 
also the third largest container port in the world. 16 
Hong Kong resident ire not natives of Shenzhen (the previous Pao'‘an 

County), their language and culture are not much different from those of 

the Shenzhen people. Therefore, on the basis of its excellent location and 
its historically excellent business relations, the Shenzhen special economic 
zone has a great chance of winning over the funds of Hong Kong residents and 
the investments of the Hong Kong branches of some foreign financial groups. 
The most important thing is that the area of Hong Kong is small, and its land 
prices are high. Because of day-by-day inflation and higher wages, the 
competitive power of labor-intensive industries is growing weaker and weaker, 
so that in nearby Shenzhen, with 327.5 square km of land, all smooth terrain, 
the area for building use reaches 98 square km. Land costs are low and the 
wages of workers are low as well, so it is naturally regarded as an ideal 
location to which to move factories. Other special zones are unable to 
compete with these conditions. In addition, in the 300-odd square-km area 

of Shenzhen, there are many sightseeing spots, so it will be easy to develop 


Even though most 


tourism. As for its 98 square km of land for building use, a part of this 
area can be supplied to Hong Kong residents tc build houses or villas. In 
this way, the Chinese Government can earn a large amount of foreign 
exchange,!/7 and the cost of developing Shenzhen special economic zone can 
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Figure 2. Th henzhen Special Economic Zone 
ut the existing hekou harbor in the nenzhen special economic zone is 
indoubted!y not an ideal one. Its water depth near shore is less than 2 
meters, and even if dredged, it is hard enough to build berths of 3,000 
tons. Conditions in the Chiwan harbor te the west ol! ihekou are better: 
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develop it, and this is certainly not a short-term program. Therefore, 
before the Chiwan harbor is put into use, most of the exported and importex 
goods of Shenzhen will have to be transferred through Hong Kong. The fortu- 
nate thing is that land transportation in Shenzhen is very convenient, 
there are railways and highways with direct connections to Kwangzhou and 
Hong Kong and the supply of raw materials is safeguarded. 

[he water supply in Shenzhen is plentiful, and its need for water can be 
met by the Dongjiang Diversion Works, the Shenzhen Reservoir and the Xili 
Reservoir. The electricity networks of Shenzhen have been connected to 
Hong ae hs so problems of the supply of electricity are basically 
settled.48 Although a few technical problems remain, they will soon be 
overcome. As to the problem of telecommunications, they will be solved with 
Hong Kong's assistance. Anyway, Shenzhen originally was a small town with 
only a population of 20,000; there were only 10-odd small factories there 
with less than 20 million yuan of total industrial output, and its municipal 
facilities are still very poor. To develop the Shenzhen special zone is 
undoubtedly just like building a new city. Its needs are huge, and because 
the original population is small, there is not enough manpower, and the 
technical force is weak. In order to fill the gap, a large amount of man- 
power and technical personnel has to be transferred from the outside.!9 The 
labor forces transferred from the outside will need some time to adapt them- 
selves to the local circumstances of Shenzhen and the specific system of the 


, ° . rr) 
special zone, so that some social problems may occur. ¢¥ 


2. The Zhuhai Special Economic Zone 


The Zhuhai special economic zone has an area of only 6.8 square km. It is 
much smaller than the Shenzhen one. As to its location, the Zhuhai special 
economic zone is separated from Macao by a gate, and the distance between 
it and Hong Kong is 62 km by sea (see Figure 3). This excellent situation 
makes it possible for the Zhuhai special economic zone to attract invest- 
ments trom Hong Kong and Macao, espe ially those from the laciter, becaus¢ 
among the residents of Macao, many of them came from Zhuhai and Zhongshan 
County. It is a pity that even though Macao has a population of 300,000 
people (figure of 1979), there is no deepwater port there, and its industry 
is not developed. Its total industrial output value in 19/77 was only 
HKS1,140 million. The s¢ ope of its tactories is small, and many factorie: 
there are branches of Hon ong tactories. Their capital, technique, raw 
materials and transportation and sale all depend on Hong Kong, and even the 
mainstay of its economy--tourism (including the gambling business)--depends 


t 
very much on Hong Aong?g.* Therefore . it wou | not be of much fe lt 1] t hie 


Zhuhai special economic zone depended on Macao to supply funds and technolos 
for its industrialization. On the contrary, the potential will be great if 
the Zhuhai special ne cooperated with Macao in developing tourism and 
learned the metho of operation and management from the latter. lf the 
former really want to go along the road of industrialization, its hop 
could only be plac: in funds and technology from Hong Kong. In thi 
respect, on the one hand, it will face competition with Sh nznen, and OI 

the other, the improvement of unfavorable conditions of transportation and 
industrial production shoul De nsidaere 
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Figure 3. The Zhuhai Special Economic Zone 


Qiuzhou, the port of Zhuhai Municipality, is now under construction, but 
even if it were finished, the result would not be ideal, for it can only 
berth ships of 3,000 tons.22 This is the same as the Shekou port of the 
Shenzhen special zone. As for land transportation in Zhuhai, it is no 
problem to go to Macao, but not as convenient as going to Kwangzhou. The 
highway is of the third grade and there are no railways connecting inland. 


This has been the weak link of the Zhuhai special economic zone in land 


transportation all along, and the lack of a deepwater port means that this 
special zone will depend in the long run on the deepwater port 


of nearby 
areas for transferring service. 


Originally, the Zhuhai special economic zone was a plot of planting field, 


and Zhuhai Municipality had only a small population. Xiangzhou, its largest 
town, had only 13,000 people. Together with the people in the small towns 

of Gongbei, Qianshan and Wanzhai, the population of it: 
25,000. Its municipal facility is simple and crude, there is a shortage of 
electricity and the water supply system is not perfect. In 19/78, there were 


only 135 factories in Zhuhai County as a whole, all of which were small- 


towns is only 


size light industries with simple techniques. Th 


~ 
i 


industrial output was no 





more than 40 million Vy 1an,-3 sO that if the Zhuhai Spec ial econonmii« Zone 
wants to become i 

be transferred in, and a large number of housing and civil facilities should 
be built in order to arry out that aim. Social problems caused by t he 
inadaptability of the transferred labor force and technical personnel to the 
circumstances of the special zone will occur as well. 
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ndustrialized as in Shenzhen, a lot of labor power should 
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3. The Shantao Special Economic Zone 


The Shantao special economic zone is 195 sea miles from Hong Kong. It is 
neither close nor far. In addition to that, there is no railway connecting 
these two places. Instead, it depends only on a substandard highway 
through Shenzhen for land transportation. Therefore, definite difficulties 
will appear if the Shantao special economic zone needed Hong Kong's help in 
developing facilities and experience. Fortunately, the Shantao special 
economic zone is located on the east side of Shantao Municipality, and 
Snantao Municipality was an important import base in Chinese history and 
has definite experiences and relations in international trade. This will 
certainly help the development of the Shantao special zone. A much more 
important fact is that the Shantao area is one of China's major native 
towns of overseas Chinese. Of Hong Kong residents only, 1 million are 
originally from the Shantao area; besides this, there are also many over- 
seas Chinese from Shantao who are scattered in Thailand and other places in 
Southeast Asia. The provincialist feeling of these large numbers of over- 
seas Chinese is very deep, and they are enthusiastic about the development 
of their native towns, so that setting up a special economic zone in Shantao 
may bring their enthusiasm for their native towns into full play.<4 


The water in the Shantao port is as deep as 8 to 10 meters, berths for 
ships of i0,000 tons can be built and wind shelter is excellent. Its 
potential is rather big. The only obstacle is the blocking dunes which 
lie on the inside and outside of the mouth of the harbor, and this is 
inconvenient for the inbound course. At present, ships over 5,000 tons 
cannot go through freely. This obstacle must be dredged. With respect to 
land transportation, there is no railway connecting Shantao and the other 
places of inland China for the time being, which is inconvenient for the 
transportation of raw materials. The settlement of land transport problems 
must wait until the accomplishment of the planned railway. The water 
resources are plentiful, so there will be no problem in the supply of water 
for industrial use in the Shantao special economic zone, but there is no 
large-size electrical plant in the Shantao area at present. The shortage of 
electricity is so serious that this is an obstacle which will prevent the 
development of industry there in the short term.*2 In terms of the labor 
force and its capabilities, because Shantao Municipality itself has a popu- 
lation of 360,000 and has a definite foundation in light industry, the 
supply of technical labor or semi-technical labor is sufficient. In addi- 


tion, Longhu, the ite of the Shantao special economic zone, is only 3 kn 

from Shantao Municipality (see Figure 4). Residential areas do not need to 
be built in the early period of industrialization, and thi vill save a lot 
of money in civil construction and will heighten the economic results of the 
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Figure 4. The Shantao Special Economic Zone 


In addition, sideline production from agriculture and fishery as well as 
tourism are very developed in the Shantao area. The Chinese Government has 
also recognized the potential of this area, so that plots of land just out- 
side the 1.6-square-km Longhu processing area are planned for the building 
of a 1./7-square-km warehouse area for the port and a comprehensive agricul- 
tural commodity area of 10 square km in which to plant vegetables, flowers 
and fruit trees and to raise pork, fish, shrimp and poultry for export. 


4. The Xiamen Special Economic Zone 


Of China's four economic zones, the one in Xiamen is the only one located in 
Fujian Province. The similarity between it and the one in Shantao is that 
both of them are situated near a traditional export port of China. Another 
similarity is that Xiamen is also a major native town of overseas Chinese in 
southeast China, to say nothing of the fact that a great number of Taiwanese 
were Originally from Fujian. There are also many Chinese in Hong Kong, 
Singapore and Malaya whose native towns are in Fujian Province. Therefore, 
development of Xiamen in Fujian as a special economic zone may promote the 
enthusiasm of the overseas Fujianese for the development of their native 
town, and is also one more opportunity for the investment of capital by 
overseas Chinese. 


With respect to transportation, Xiamen has a fine natural harbor. The 

depth there is 10 to 35 meters. Dongdu port, which is now under construc- 
tion, can be an anchoring place for large oceangoing ships of 50,000 tons, 
providing convenient transportation for export. As for land transportation, 
the Yingtan-Xiamen railway connects Xiamen with inland China, and some goods 
can also be transported by vehicles, so that the import and export of raw 
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liguré . The Xiamen Special Economic Zone 
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leverthel« , the fresh-water resources on Xiamen Island are lacking, and 
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t he i] pp i is dependent mn a reservoir as far as 4U km away. [hie 
water ipply in Xiamen Municipality is always in great demand. According 
t f estimate, even after the water supply extension project is com 
pilet« , a ifficient water supply cannot be guaranteed. Therefore, indus- 
tric that are built in the Xiamen special economic zone should be thos« 
, ; 7 , . 
iS if) mail imounts t water. * ti Supp.iy of electrix ity is no problem in 
Kiamen, and the upply f labor is also sufficient. Huli, in which the 
lam ecial economi rone is located, is not far from Xiamen Municipality 
ere j railwa mnectir then The municipality has a population of 
, ; 
t . . the educatior leve | f its residents is rather high and 
\ lame na e¢ in export trading port in southeast China for a long tim 
istrial foundation that has existed in the special zone and its 
ir? i ireas. and the mat experiences gained in the processing and 
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should be different a ell. For example, Zhuhai, because of it ji- 
tions, cal 2 j ! ic re lts more easily by developing touri 
ommodity agriculture thar leveloping industries. In Shantao, the best 
hoice is to develop commodity fishery and agriculture as well as textil 
industry. Xiamen, on the ther hand, light and textile industri-« ist 
not be veremphasized, the suitable ones seem to be the electronic indust: 
ind s forth, while nenznen may en}: y overall deve lopment in which there l 
even a p ibility of including heavy industry and industries with inten- 
ive lar ise, especially th il fields in south China which are openi 

ip. The related re lations which stipulate the use of equipment produced 
in Chir 1OU riority.<©° In that case, Shenzhen, which i located 
in Chi , wi in important role. 
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FOREIGN TRADr 


NEW TAX CONCESSIONS FOR CHINESE-FOREIGN JOINT VENTURES 
Guangzhou YANGCHENG WANBAO in Chinese 27 Nov 83 p 1 
/special dispatch by this newspaper's reporter from Foshan,/ 


Text] From the Guangdong Province's working conference on the utilization of 
foreign funds which ended today, the reporter learned that the party Central 
Committee has decided: businesses whose joint management contracts are over 
10 years and are capitalized and run jointly by our country and foreigners will 
be exempt from taxation in the first 2 profitable years and will, from the 
third year on, be reduced half of the tax for 3 additional years. 


Leaders from concerned organizations at provincial, regional and city levels 
who participated in this conference summarized and studied the utiliation of 
foreign funds of the previous stage. In the conference, it was believed that 
we should make the utilization of foreign funds the long-term principle for 
the development of our province's economy, and carry out thoroughly the party 
Central Committee's relevant regulations and further provide investors with 
preferential terms: for China's jointly funded enterprises with foreigner: 
which have already started, another year of exemption wi ll be given to those 
whose exemption term, according to original rule, is not finished, another year 
of reduction of tax will be given to those whose remittal term has not yet 
expired. As for those jointly funded agricultural and forestry enterprise: 
which have low pr yrits, ind those located at economically undeve lope d outlying 
districts, 15-30 percent tax reductions will be given tor another 10 years when 


the first 5 years of tax-reduction term expires. Jointly funded enterpris« 
whose unitary industrial and commercial tax is higher than the industrial and 
commercial tax rate f domestic enterprises can be taxed according to the dome: 
tic and commercial tax rate. Machines, equipment and spare parts imported under 
the name of investment by jointly | led enterprises according to contracts, 
and equipment anc materials imported by using medium-A and low-interest loan 
of foreign governments are all exempt from customs and unitary industrial and 
commercial tax during the importing process. The export goods produced 
enterpriss fundec jointly by Chinese and foreigners can all be exempt fron 
initary industrial and commercial tax and customs, except those limite by the 
tate t export. bint funded enterpris«e which produ e good ror t est 
arket in apply for reduction of their unitary industrial and mnercial t 
within a certain t Lm li they have oroble paving the tax at the ye int 














increased for jointly funded enterprises which can bring in techni 


we 


Projects with imported equipment and materials and those which 


using foreign funds need not to undergo any more examination and 
being examined and approved jointly by regulated examination an 


? 


organizations and responsible departments. Export permits, if 


be issued on im) ¢ jua | basis as state-run export and import bus iness¢ 
tor raw materials, fuel and power needed in production by jointly 
prises, and the standard for various kinds of fees, will be current 


such as gold, silver and platinum, and oil, charcoal and timbe 
international market prices. Communication and transportation 


in accordance with current domestic prices. 


Participant f this conference probed into questions concerning 


measur | special preferences to be given to appeal to overss 

Hong Kong and Macao compatriots to invest, as well a juestion 

thie ume reierence should be given to cooperative enterpris 
yintly funded enterprise projects. 
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prices, the ame as for state-run enterprises, except that pre 
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need and can produce goods which we have to import in large quantiti¢« 
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FOREIGN TRADE 


USE OF FOREIGN FUNDS DISCUSSED 
Yinchuan NINGXIA RIBAO in Chinese 17 Dec 83 p l 


[Article by Shi Men [4228 7024]: ‘Our Autonomous Region Is Achieving Outstand- 
ing Results Utilizing Foreign Funds and in Work in Importing Technology; We Are 
Utilizing Foreign Funds Enthusiastically and Safely, and Are Accelerating FEcon- 
omic Construction" ] 


[Text] Since the Third Plenum of the llth Party Congress, Ningxia Autonomous 
Region has had relatively speedy development in utilizing foreign funds. From 
1980 to 1982, of the seven projects utilizing foreign funds in the region, three 
loan projects have formally had deals clinched and contracts signed, one project 
for the import of technology has been agreed upon by the relevant departments, 
and we are carrying out preparatory work. A few projects have already achieved 
distinct economic results. 


The leading comrades of the autonomous region attach extreme importance to 
utilizing foreign funds and work in importing technology, and they often en- 
quire concerning the progress of this work. Some leading comrades personally 
take action and compose articles, introduce to foreign nations Ningxia's natur- 
al resources and economic situation, and welcome foreign businessmen, overseas 
Chinese living abroad and compatriots from Hung Kong and Macao to come to 
Ningxia and invest. Many foreign businessmen out of admiration frequently come 
to Ningxia for discussions, to sign contracts and make contacts by letter and 
telephone. At the same time, Ningxia on one hand sends study groups abroad to 
Observe and study and <n the other hand sends people to neighboring provinces 
and regions to study their experience in the work of utilizing foreign funds, 
to lay down an outstanding basis for Ningxia and to further engage in utilizing 
foreign funds and the work of bringing in technology. According to incomplete 
statistics, Ningxia has proposed 32 projects utilizing foreign funds and im- 
porting technology, five have been officially approved by Ningxia's relevant 
departments, of which three have already been clinched and signed. This year, 
Ningxia's relevant departments have signed with foreign businessmen 16 letters 
of intent, letters of agreement and memorandums. Feasibility studies are being 
carried out for some projects, some projects are being reported to the relevant 
departments for examiiiatiion and approval, and some projects are being negotiated. 


In order to better utilize foreign funds, Ningxia's people's government convened 
a work conference on this subject in December in Yinchuan. Responsible comrades 
of Ningxia's CPC and government attended the meeting and made important direc- 

tives. 


12437 
CSO: 4006/219 
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FOREIGN TRADE 


JIANGXI DEVELOPS FOREIGN ECONOMIC COOPERATION 
OW160245 Nanchang Jiangxi Provincial Service in Mandarin 1100 GMT 13 Feb 84 


[Text] Jiangxi Province has achieved gratifying results in using foreign 
capital to import technology and in signing construction and labor service 
contracts with foreign countries, thereby opening up new vistas for foreign 


economi and technical <« ooperation.,. 


In the past few years, Jiangxi has conducted a flexible foreign trade policy 
in actively but prudently usin, foreign capital. The province has, after 
discussions, successively reached accords with some 200 foreign firms in West 


Mac iO 


Germany, North America, Japan, Southeast Asia, and the Hong Kong and 
area on cooperation in the form of joint ventures, compensation trade, and 


processing foreign raw materials or assembling foreign parts according to 


foreign samples in the production of down products, chemical industrial raw 
materials, i1ilding teri », electronics, irments, and industrial arts. 
Most f these projects have been put into production and have achieved marked 


An agreement on processing foreign raw materials has been reached between 


(Yongfeng) Down Products Plant, which was jointly set up by the Provinical 
Trust and Investment Comapny and the Provincial Agriculture, Industry and 
’ . . . '? 
Commerce Company, and Japan’: itural Resources Company. nder the agree- 
ment, the Japanese side is to provide (?cover) material while the Chines« 
side is te pT ride aown ana process t he produc ts that will be marketed 
the Japanese |: i@. 0 ir a total of 1.5/7 million in foreign e» an pe ry 
he T) earne e 
A compensation tvaae iyreem cr Signed between the rovi) ial naust? a] Arts 
° . ° ™ ’ . ' . 
Company and ujlang | t irtistic Carving Plant ar pat (Nomori) rading 
Lon iny, under whict tne Japan Sé Sid is to supp | Peed C7 eating ry- 
ing machines and the hinese side is to compensate them wit the finished pro- 
lucts, ha 0 far earned 49,000 in foreign exchange 
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FOREIGN TRADE 


BRIEFS 


INTERNATIONAL ECONOMIC CONSULTANCY SET UP--Shanghai, 23 February (XINHUA)--A 
legal consultancy office specializing in international economic questions has 
been set up in Shanghai, a spokesman of the municipal lawyers' association 
said here today. The office offers services to Chinese enterprises, govern- 
ment departments and foreign investors engaged in international business op- 
erations. It will also handle lawsuits and civil disputes involving foreign 
nationals. Previousiy, Shanghai had two legal advisory offices at the munici- 
pal level and dozens of similar organizations in urban districts and suburban 
counties; but, none especially handled foreign economic relations. Shanghai 
has 270 lawyers and 140 part-time lawyers. Since legal advisory offices re- 
sumed services in 1978, they have handled more than 10,000 criminal and civil 
cases. [Text] [OW230922 Beijing XINHUA in English 090C GMT 23 Feb 84] 


SHANGHAI FOREIGN TRADE MEETING--Shanghai, 2 February (XINHUA)--Shanghai wili 
host a foreign trade meeting starting 1 March for business firms from Hong 
Kong, Macao and 80 foreign countries. The 10-day Shanghai foreign trade meet- 
ing is the second sponsored by the Shanghai General Corporation of Foreign 
Trade. The first was held last June, according to a spokesman for the corpor- 
ation. Shanghai firms will negotiate directly with their quests and will 
discuss and sign contracts on technological imports, investment, compensation 
trade and production with supplied designs or materials. They will also talk 
on the possibility of starting additional joint ventures and other cooperative 
undertakings. The Shanghai municipal government is now empowered to approve 
its own imports of technological items worth up to 10 million U.S. dollars. 
The city may also directly raise funds on the international monetary market, 
according to a state council decision of last year. Shanghai is China's lead- 
ing industrial and business center. [Text] [0W240939 Beijing XINHUA in English 
0702 GMT 24 Feb 84] 





CUANGDONG SPECIAL ZONES' SAVINGS--The savings in foreign currency in the 
Shenzhen and Zhuhai Special Economic Zones have greatly increased. Last year, 
some 9,000 resident households deposited foreign currency in local banks of 
China. Each household deposited an average of HK$4,000. The amount of sav- 
ings in foreign currency last year was some 300 percent more than in 1982. 
[Summary] [Guangzhou Guangdong Provincial Service in Cantonese 1130 GMT 14 


Feb 84 HK] 
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GUANGDONG IMPORTING ‘TECHNOLOGICAL ITEMS'--Planning and economic departments 
in our province and relevant departments, bureaus, and companies recently 
studied and decided to utilize foreign capital to import 100 technological 
items and will soon make official announcements [?of] foreign firms. Of the 
total amount of investment in these items, the foreign capital used will 
reach $295 million. The domestic funds for manufacturing complete sets of 
equipment wiil be 111 million yuan. After the completion of these items, the 
technological conditions will increase by some 1 billion yuan, and the taxes 
submitted to the state will increase by 300 million yuan. Of the 100 techno- 
logical items which our province is prepared to import this year, 91 are 
designed to transform old enterprises and to speed up the industrial techno- 
logical progress. Of the 91, 63 imported items are designed to lay stress 

on electronic equipment and the light and textile industries. [Text] [HK171544 
Guangzhou Guangdong Provincial Service in Cantonese 0300 GMT 17 Feb 84] 


CSO: 4006/320 
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GENERAL 


CHONGQING CITY SET TO IMPROVE RESIDENTS' WELFARE 
OW230531 Beijing XINHUA in English 0131 GMT 23 Feb 84 


[Text] Chongqing, 23 February (XINHUA)--Chongqing municipality in Sichuan Pro- 
vince, which has become China's most populous city, has announced plans to 
improve the welfare of its residents in 1984. 


With eight counties incorporated into the municipality last year, Chongqing in 
southwest China now administers 12 counties and its urban and rural population 
has reached over 13.7 million as against 6.47 million before. It is 1.85 
million more than that of Shanghai which had a population of 11.85 million in 
1982. 


The city is also Sichuan's largest industrial center. Located on both banks 
of the Yangtze River, the bustling metropolis has always been « foreign trade 
port and a hub of land and water communications. 


Yu Hanging, mayor of the city, iisted the following as the major points of 
the city's 1984 plan: 


--The people's government will construct 1.25 million square meters of new hous- 
ing in 1974 and 100,000 square meters of old housing will be renovated and ex- 
panded. 


--New pipe lines carrying natural gas will be laid to supply 50,000 more house- 
holds by the end of the year. 


--Construction of schools, shopping centers, hospitals, clinics and other 
service facilities will start in three new residential areas now being built. 


--Sixty buses, a hover-craft, a cable car and several overpasses will be added 
to improve the transport services of this mountainous city. 


The plan also includes planting of two million trees and shrubs and adding 40 
new “green spots," gardens and playgrounds. 


CSO: 4020/076 
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GENERAL 


REGIONAL ECONOMY TO BE DEVELOPED IN SOUTHERN FUJIAN 
Fuzhou FUJIAN RIBAO in Chinese 24 Nov 83 p l 


/Text/ Provincial Governor Hu Ping /5170 1627/ reported in the working confer- 
ence convened by the provincial committee and provincial government that the 
Fujian provincial committee and government decided to use The Ziamen Special 
Economic Zone as a center to bring along technical transformation of the old 
enterprises of Xiamen City and the economic development of Xiamen Prefecture, 
and to use Xiamen City to bring along the regional economic development of 
southern Fujian and the economic development of the entire population. 


To develop the regional economy of southern Fujian is a strategic policy to 
transform the closed and semiclosed self- sufficient economy to socialized and 
commodity production. The regional economy of southern Fujian, consisting of 
19 counties and cities such as Xiamen, Zhangzhou, Quanzhou, a population of 
more than 10 million people, an area of more than 20,000 sq km, makes up about 
34 percent of the entire province's industrial and agricultural total output 
value. This region has many advantages including superior coastal-subtropical 
physical geographical conditions with mild weather, plenty of rain and an 
abundance of resources. It has che Xiamen Special Economic Zone, which is under 
construction, and both the newly built Dongdu Harbor and the international 
airport, which link it with the Gang Ao /Hong Kong, Macao/ Prefecture and the 
countries in Southeast Asia, make transportation very convenient. lt has the 
nation's biggest foreign trade comnercial port since the Song and Yuan Dynasty, 
Quanzhou, which is also a tourist resort. It has agricultural production bases 
which teem with grain, vegetables, flowers and fruit, and Longxi Prefecture 
where the food-processing industry is relatively well developed. Southern 
Fujian has a higher level of science and technology and culture, as well as a 
more developed commodity economy. It has more than 3 million overseas Chinese 
residing abroad, and relatively quick access to information. It can make use 
foreign investment and investment from overseas Chinese and has very advantage- 
ous conditions for the absorption, assimilation and re-creation of advanced 
imported techniques as well as their transfer into the interior. Furthermore, 
the development of the regional economy of southern Fujian has an important 
role in speeding up the vigorous development of the Fujian economy and promoting 
economic links with the exterior. 


Just recently, the southern Fujian regional economic development office launched 
surveys and research to determine the regulations to govern development as well 
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as to establish new types of cooperative bodies to serve as beachheads. This 

is a new task and is also the reform of the economic structure. It smashes 

the conventional plans made by the administrative districts. It attempts to 
develop the economy in accordance with the laws of economic development and is 
also a necessary development in the socialization of production. Every area 

and every department must enthusiastically support it. Every coastal region 
native to many overseas Chinese, must, according to its regional particularities, 
by every means, absorb investment by the overseas Chinese, as well as attract 
advanced technology and talented people in order to speed up the economic 
development of the overseas Chinese native areas. 


12369 
CSO: 4006/166 
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GENERAL 


BRIEFS 


WORLD BANK DELEGATION VISITS--Hefei, 29 Feb (XINAUA)--A delegation from the 
World Bank left Hefei, capital of Anhui Province, for Beijing this evening 

at the end of a five-day visit to the east China province. The delegation, 
led by W.T. Smith, director of the Agriculture Department of the bank's east 
Asia and Pacific region office, studied the improvement of poor sandy soil in 
Woyang, Suixi, and Mengcheng counties north of tne Huaihe River. The projects 
are part of an agricultural development program, funded with an interest-free 
loan from the World Bank. The delegates also made a special trip to the 
Pishihang irrigation system, which covers 733,000 hectares between the Yangtze 
and Huaihe rivers. They made proposals on developing the irrigated area and 
building more subsidiary projects linked with the irrigation system. [Text] 
[OW291653 Beijing XINHUA in English 1635 GMT 29 Feb 84 OW] 


CSO: 4006/324 
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TAIWAN 


CNA COMPARES TAIWAN, ROK ECONOMIC DEVELOPMENT 
OW201103 Taipei CNA in English 1012 GMT 20 Feb 84 


[Text] Taipei, 20 Feb (CNA)--Following is an editorial carried by CHINA NEWS 
on "Lessons of ROK and ROC [Republic of China]." 


Facts and figures prove that the Republic of China on Taiwan has been doing 
better than its northern neighbor, the Republic of Kovea. Koreans want to 
know why and are studying the question in depth. 


Probably there are any small reasons but there is just one big one. 


Taiwan is a land of free enterprise and Korea is one of government intervention 
at almost every point. 


This doesn't mean that the ROC declines to intervene in business affairs. There 
is ample red tape. 


Free China also has government-owned corporations, as does Korea. 


But the big difference, as business men on both sides will attest, is that 
freedom is accentuated in the ROC system. 


This isn't laissez-faire, as a dispatch from Seoul has suggested, but it gives 
private business and industry more freedom of choice and a greater opportunity 
to succeed or fail. 


Big business in Korea comes close to being a government monopoly. That is 
where the socialist have gone wrong. The Koreans have made the same mistake, 
although not for the same reasons. 


This leads, as it does in socialist countries, to the dominance of big business 
and to insufficient attention toward small business and industry. 


Taiwan's economy presents a better mix of the small and the big. [Ina sense, 
the smaller business have to work harder because they cannot expect any 
assistance from the government. 
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Some critics of the Republic of China believe more freedom would bring greater 
dividends. Maybe, maybe not. The most successful economies have always been 
mixtures of socialism and free enterprise. 


Laissez-faire didn't work. It was not until the coming of free enterprise 
capitalism that the world started to prosper. 


Korea and free China eacii have lessons to teach the other and it's good to 
know that Korea feels the same way. 


The two not only can help each other put continue to assure that political as 
well as economic freedom prevails in our part of the world. 


CSO: 4020/077 
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HONG KONG MEDIA ON CHINA 


XINHUA DIRECTOR, SHENZHEN MAYOR AT RECEPTION 
HK200136 Hong Kong SOUTH CHINA MORNING POST in English 20 Feb 8% p 11 


[Excerpts] Hong Kong and Shumchun will not be merged into one city after 1997, 
according to the director of the local branch of the New China News Agency, 
Mr Xu Jiatun. 


He said there were "basic differences" between Hong Kong, which is to become 
a special administrative region after 1997, and Shumchun, which is a special 
economic zone. 


"The two would definitely not be merged to become one ‘special region,'" Mr Xu 
was quoted as saying in the li ftwing TA KUNG PO yesterday. 


He was speaking at the spring reception of the Shumchun Municipal Government 
on Saturday. 


The reception was attended by more than 300 people including officials of the 
municipal government, the Hong Kong branch of the New China News Agency and 
Hong Kong branch offices of mainland organisations and Hong Kong businessmen. 


In his speech, the local NCNA chief was said to have described the future 
relations between Hong Kong and Shumchun as "supporting each other, complement- 
ing each other and developing jointly," which would mean that Hong Kong would 
have greater scope for development after 1997. 


The rapid development of Shumchun, Mr Xu said, had gone beyond the expectations 
of ordinary people and the projections of concerned authorities. 


"Comrade Deng Xiaoping's visit to Shumchun vindicated the development strategy 
of the special region, and this has undoubtably had a stimuiating effect on 
its development,” he said. 


Mr Xu noted that on the mainland, views on “new born things" were not consistent-- 
some were positive, some doubtful and some negative. 


"Shumchun has undergone several years of development and the experience of 
practice shows that the setting up of special regions is correct and helpful 
to the whole country's construction,” he said. 
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Mr Xu also said the Chinese Communist Party's policy towards Hong Kong would, 
after some years, be shown to be correct. 


"Some people have been suspicious on this question. But looking at the presert, 
more and more people have come to believe it, less and less people are sus- 
picious and even fewer people are opposing it." 


He said he believed taat the policy of the Chinese Communist Party would 
eventually be shown to be correct. 


The mayor of Shumchun, Mr Liang Xiang, said in his address at the reception 
that in the past four years 1.9 billion yuan (about HK$/7.6 billion)-- 

880 million yuan (about HK$3.5 billion) for the past one year alone--had been 
spent on basic construction work in the special region's 24-square-met re 
industrial development area. 


During the period, 3.2 million square metres of building space was completed, 
of which about 1.4 million square metres was completed last year. 


Shumchun's economy had undergone tremendous development last year with aggregate 
industrial production amounting to about 720 million yuan, more than 100 percent 
up on the previous year, and during the year 54 factories started operation. 


[he municipal government's revenue last year was 298 million yuan (about 

HKS1.2 billion) and the standard of living in the region had risen considerably. 
[he average yearly income of a worker and a peasant in Shumchun was more 

than 1,600 yuan (about HK$6,400) and 500 yuan (about HKS$2,000) respectively, 
while that of a fisherman was 2,850 yuan (about HKS11,400), 


"The above facts show that the setting up of special regions is totally correct 
and vindicate the achievement of the region's constructions in the past years," 
Said Mr Liang. 


Ihe mayor said that this year Shumchun would concentrate on developing technology- 
intensive industries and perfecting the investing environment by solving problems 
of transport. energy and communications. 


In the area of energy, the Shumchun Special Economic Zone Developing Company has 
signed a preliminary agreement with Hong Kong's Hopewell group and Japan's 
Kanematsu-Gosho (Hong Kong) Ltd for building a 50-kilowatt power plant. 


In the transpo;t area, work on various projects has been speeded up, including 
the building of deep-water wharves in Nantou and Chiwan, the feasibility study 
on building an airport and the remodelling of Lowu railway station and the 
Shataukok pass, 


In the area of communications, Shumchun's telephone network will have more lines 
by the end of the year through a joint venture with Cable and Wireless. 
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Work on the demarcation of boundaries of the special region was expected to 
finish early next month and pilot plans on its administration would be sub- 
mitted to the central government for approval. 


Once the scheme is approved, it is expected that the region's iinks with the 
mainland and Hong Kong would be closer. 


But application procedures for entry permits into the region for domestic 
personnel from the mainland will remain unchanged. 


Mr Liang said the development of the eastem and western parts of Shumchun 
would be accelerated this year. 


In the east, construction work on the Daya Bav nuclear power plant would get 
underway, shipyards capable of repairing ocean-going vessels and oil drilling 
rigs would be built and building work on Xiaomeisha tourist area would be 
speeded up. 


In the west, the areas of Chiwan, Shekkou and Nantou would be developed into 


a back-up base for the South China Sea Oil drilling operations as wel! as a 
petrochemical base to cope with exploitation of off-shore oil fields. 


CSO: 4006/323a END 
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